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TSMC's Vision
\\

Our vision is to be the most advanced and largest technology and i‘ex Qcservices provider to fabless

them, to forge a powerful competitive force in the semiconductor iRSEE
i

To r‘ealize our vision, we must have a trinity of strengths:

(1) be a technoloéy leader, competitive with the leading IDMs

(2) be the lowest-cost manufacturer, and

(3) be the most reputable, service-criented and maximum-total-benefitssilicon foundry.

T ! / /
TSMC Core Values

Integrity — Integrity is our most basic and most important core value. We tell the truth. We believe the record of our accomplishments is the best
proof of our merit. Hence, we do not brag. We do not make commitmants lightly. Once we make a commitment, we devote ourselves completely to
meeting that commitment. We compete to our fullest within the law, bL we do not slander our competitors and we respect the intellectual property
rights of others. With vendors, we maintain an objective, consistent, and impartial attitude. We do not tolerate any form of corrupt behavior or
politicking. When selecting new employees, we place emphasis on the candidates’ qualifications and character, not connections or access.

b
Customer Partnership — At TSMC, customers come first. Their success is our success, and we value their ability to compete as we value our own. We
strive to build deep and enduring relationships with our customers, who trust and rely on us to be part of their success over the long term.

Innovation — Innovation is the wellspring of TSMC's growth, and is a part of all aspects of our business, from strategic planning, marketing and
management, to technology and manufacturing. At TSMC, innovatiqn means more than new ideas, it means putting ideas into practice,

Commitrment - TSMC is committed to the welfare of customers, suppliers, employees, shareholders, and society. These stakeholders all contribute to
TSMC's success, and TSMC is dedicated to serving their best interests. In return, TSMC hopes all these stakeholders will make a mutual commitment
to the Company.
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" TSMC was founded on February 21, 1987, In these past 20 years, TSMC has grown to
become the world's largest provider of semiconductor foundry services and a technology

. leader in the semiconductor industry.
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State, USA
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among "Taiwan's New Asian
Giants” as a representative of
"Professional Management”

® 20 Years of Technology Innovation
When TSMC was first established, our technology |
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LETTER TO
HAREH

Dear Shareholders,

As TSMC enters its 20" year as a public company, we take great pride in
continuing our focus on growing shareholder value while maintaining
market leadership in the dedicated semiconductor foundry segment that
we created in 1987. During 2006, TSMC registered double-digit growth
in full-year revenues and earnings from a year earlier. Nevertheless, an
inventory correction that began in the third guarter in 2006 persisted
through the first quarter of 2007. But, we expect demand to improve
steadily through the remainder of the year.

Financial Results

Revenue for 2006 iotaled NT$317.41 billien, an increase of 19.1%
compared with NT$266.57 billion in 2005. Net income increased 35.7%
to NT$127.01 billion in 2006 compared with NT$93.58 billion in 2005.
Dituted earnings per share in 2006 increased 35,5% to NT$4.92 compared
with NT$3.63 the previous year. In US dollars, TSMC in 2006 generated
revenue of US$9.76 billion, an increase of 17.7%, and net income of
US$3.91 billion, an increase of 34.2%. Among other highlights in 2006,
TSMC achieved:

« Total average billing utilization of 102%
= Average gross profit margin of 49.1%
« Average operating profit margin of 40,1%

During the year, TSMC provided 7.06 million eight-inch equivalent wafer
capacities, representing about 7% of worldwide |C wafer supply, and it
shipped more than 7.2 million eight-inch equivalent wafers, representing
about 8% of global IC wafer shipment.

Major Accomplishments
During 2006, TSMC achieved several noteworthy accomplishments:

» 49% of wafer sales were generated from advanced process technologies
{i.e., 0.13-micron and below), and &5-nanometer process moved into
volume production.

« TSMC’s continual emphasis on cost improvement and manufacturing
efficiencies generated maore than US$3.8 billien free cash flow (for
the ninth consecutive year) supporting its strong commitment to cash
dividend.

« TSMC unveiled the industry’s first 65-nm Design-for-Manufacturing (OFM)
Ecosystem. Using TSMC's DFM platform, our customers can reduce the

02
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design complexity and utilize the same manufacturing data independent
of the design tools that they select. Therefore, we will be able to assist
our customers to improve efficiencies, shorten the design cycle, and
accelerate time-to-volume and time-to-market.

» Early in 2006, TSMC's immersion lithography program produced
nearly defect-free test wafers with acceptable parameiers for volume
manufacturing, using our proprietary techniques in 65-nanometer
process. Ongoing efforts to further develop this technology to
comumercialize it are underway.

A Vision for Continued Growth

The foundry segment, driven by TSMC's successes, is of vital importance
to the ongeing viability and growth of the semiconductor industry. Today,
foundry segment revenues are approximately 10% of total semiconductor
revenue, while the revenue generated by foundry customers accounts for
nearly 25% of overall semiconductor revenues.

While there is every reason to anticipate that foundries will increase their
importance in the semiconductar supply chain, it is equally clear that
growth of the overall IC market has slowed since the beginning of the 21"
Century. In order to sustain growth, we intend to expand into new CMOS
logic IC product markets by providing an increasingly broad portfolio of
CMOS logic and derivative technologies to address memory, analeg, high
performance logic or image sensor applications. Concurrently, we will
continue our efforts in strengthening our ability to create a much deeper
and broader relationship with each of our customers. This integrated
refationship with customers will require a much greater information flow
between the design and foundry teams, and optimization of both design
and process technology to meet product requirements. TSMC's robust
DFM platform and efficient manufacturing capabilities will bring win-win
benefit to this collaborative partnership and ensure the continual success
of the foundry business model.

Major Events

Corporate Governance, Social Responsibility and Innovation: TSMCis a
model for corporate governance in Taiwan. For example, in 2002, we were
the first Taiwan compgany to establish an audit committee. Again, in 2006
we were the first Taiwan publicly traded company to see its shareholders
eliminate the Supervisor position (effective January 1, 2007} thereby
consolidating the Supervisor responsibilities into the audit committee.
Today, we have four independent directors.




Also, as you can see in our Annual Report, TSMC prdudly receivad a number
of awards in 2006 for its excellence in corporate governance and spcial .

responsibility. For example, TSMC won the Globalviews Magazing’ s\iﬁpﬁ . N . v :: ) ‘ ’
Corporate Social Responsibility Award in the Large Cap categdr}, - ! : d ‘ 7 *,

second consecutive year. And, during 2006, TSMC was also rec gn \ ‘ ~ 4 // ' ‘, /
our efforts in innovation when TSMC received the Outstanding OJI!?r‘éte \‘% . ) ,: an ) / ‘rm[ ! J_r_( N
Innovation Award from the Ministry of Economic Affairs (MOEA) of the y - '

Republic of China, iy

Directors, decided to take an early leadership position on profit :'.haringJ ]
November 2006 TSMC was the first Taiwan company to announc[é% charlg
in its profit sharing mechanism in order to better balance the mté&tsnf

~

N
% e
Change in Employee Profit Sharing: In light of new government T\‘i A%

regulations effective in 2008, TSMC, with the support from its Board o {
1
D .
1]

]

TSMC's employees and its shareholders.

Outlook ~ Lo

While the semiconductor industry grew between 8% and 9% in 2006 the-J
outlook for 2007 is for the industry to grow more moderately. Althoughl
TSMC outpaced the industry in 2006, we anticipate a slower growth ,f
environment in the short term. Nevertheless, with our continued leadgrs
in the foundry segment we are confident that we will experience over tbgr
mid-to-long term strong growth and return on investment to shareholders.

-
Q \ v(( p.
Morris Chang Rick Tsai ?
Chatrman President and CEO
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As the world s largest dedu ated semi onductor foundry, TSMC serves a diverse array of
~
customers with products mngm acmn the spectrim of personal compliter, consumer e!ecnomcs

communicarions, and automofive apph( IO,
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1. An Introduction to TSMC

TSMC is the world’s largest dedicated semiconductor foundry, Founded on
February 21, 1987 and headguartered in Hsinchu, Taiwan, TSMC pioneered
the dedicated semiconductor foundry business model of focusing on
manufacturing customers' product designs. The company dees not design,
manufacture, or market semiconductar products under its own brand name,
ensuring that TSMC does not compete directly with its customers.

TSMC'’s diverse global customer base ensures that TSMC-manufactured
microchips are used in a broad variety of applications, including automotive,
consumer electronics, personal computers, and telecommunications.

TSMC

PIONEERED

the Dedicated
Semiconductor Foundry
Business Viodel

Capacity of TSMC-managed manufacturing facilities, including subsidiaries
and joint ventures, totaled 7.06 million eight-inch equivalent wafers in
2006. In Taiwan, TSMC operates two advanced 12-inch wafer fabs, four
eight-inch wafer fabs, and one six-inch wafer fab, TSMC also manages two
eight-inch fabs at wholly owned subsidiaries: Wafertech in the United States
and TSMC (Shanghai)} Company, Ltd. in China. In addition, TSMC obtains
eight-inch wafer capacity from other companies in which TSMC has an equity
interest in.

TSMC provides customer service through account management and
engineering service offices in the United States, Europe, Japan, China,
South Kerea, and India, The company employed more than 20,000 people
worldwide as of the end of 2006,

TSMC is the first foundry to provide 65nm production capability. In addition
1o general-purpose logic process technology, TSMC supports the wicle-
ranging needs of its customers with embedded non-volatiie memory,
embedded DRAM, mixed signal/RF, high voliage, CMOS image sensor, color
filter, and silicon germanium technologies. in 2006, TSMC received the
Qutstanding Corporate Innovation Award from the Ministry of Economic
Affairs {MOEA} of the Republic of China.

_Ihe company is listed on the Taiwan Stock Exchange (TSE) under the ticker
nmber 2330 and its American Depositary Shares trade on the New York
tock Exchange (NYSE) under the symbol of TSM.

2. Business Activities

2.1 Business Scope

The core business of TSMC is silicon foundry, or the manufacturing of
semiconductor devices according to customer orders and design. To support
our core manufacturing business, TSMC alsc provides design services, mask
design and manufacturing services, semiconductor packaging and testing
services, and a portfolio of licensable intellectual property.

2.2 Customer Applications

TSMC manufactures chips for a broad customer base covering a wide range
of applications. Applications using TSMC-manufactured microchips include
mobile phones, computers and peripherals, wireline telecommunications
networks, automotive and industrial equipment, as well as consumer
electronics such as DVD players, digital televisions, game consoles, digital
music players, and digital still cameras.

2.3 Shipments and Sales Amount in 2006 and 2005

Unit: Shipments (B-inch equmivalent wafers) / Amount (NT$ thousands)

2006 2005

Shipments Amount Shipments Amount

Domestic 1,087,883 30,516,433 991,870 26,895,512

Wafer Export 5,670,064 242,605,517 4,356,434 204,286,181

Package Domestic 104 8,399 137 10,808

Export 438,559 20,856,989 273,546 14,366,355

Other Domestic 13,968 2,388,520 14,601 2,103,030

Expert 41,045 17,005,777 40,128 16,926,478

Domestic 1,101,955 33,413,352 1,006,608 29,009,350

fota! Export 6,149,708 280,468,283 4,670,108 235,579,014

2.4 Production in 2006 and 2005
Unit: Capacity / Output (8-inch equivalent wafers) / Amount (NT$ thousands}
Wafers

Year Capacity Qutput Amount

2006 7,061,856 1,154,333 147,668,232

2005 5,954,600 5,451,384 138,182,812




3. Organization

3.1 Organization Chart
As of 02/28/2007

Shareholders'
Meeting

Board of Directors
Chairman
Vice Chairman

President & CEQ

. . Materials

) Design & Worldwide . . .
Research & || Information +echnolo Human Quality & Corporate Cales & Corporate ||Management| Operations Operations Finance & Lecal TsMC Internal
2 L ) ales . o . )
o Resources Reliability Planning Development & Risk Organization | |jOrganization Ilf | Spakesperson 4 (Shanghai} Audit

Development| | Techrol )
P " latiorm Service

Management

TSMC
North
America

TSMC TSMC Asia/Pacific
Japan Europe Business

Note: The Audit Committee took over the duties of Supervisors starting from January 1, 2007, and the Supervisers were terminated as of December 31, 2006.
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3.2 Major Corporate Function

Research & Development
+ Advanced technology research and development, and exploratory
research development

Information Technology
= Information infrastructure, e-business strategy, and information
systems development and operation

Design & Technology Platform
+ Design services and technology platform development

Human Resources
+ Human Resources management and organizational development

Quality & Reliability
* Quality and reliability management

Corporate Planning
* Production planning and centrol, industrial engineering, and
operational efficiency

Worldwide Sales & Service

« Brand Management - corporate brand management

» Corporate Pricing — product pricing management

» Customer Service — customer loyalty and solutions managerent

* Regional Operations — business development and account services
for the Nerth American, European, Japanese, and Asian regions

Corporate Development
* Technology and services marketing
¢ Corporate strategy and business development

Materials Management & Risk Management
* Purchasing, warehousing, import and export, logistics support,
industrial safety, and environmental protection

Operations Organization |

* Manufacturing Operations (Fabs 2, 3, 5, 6, and 8), product
engineenng, back-end operations, and mainstream technology
capacity management

Operations Organization [l

* Manufacturing Operations (Fabs 12 and 14), new fab planning,
manufacturing technology integration, manufacturing and
engineering of advanced products, advanced technology operations
development, and mask manufacturing

Finance & Spokesperson

* Finance and accounting services including investor relations, public
relations, treasury, tax, asset management, strategic investment, and
financial and accounting management

* Corporate spokesperson

Legal
= Corporate legal affairs, contracts and patents, and other intellectua‘
property management ‘ 3

TSMC {Shanghai)
* Business strategy and development, manufacturing operations, and
account services in China

Internal Audit
* Internal audit and process compliance



4. Management Team
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4.1 information Regarding Management Team

Title / Name

Date Effective
{Note)

Sharehelding

Spouse & Minor

Shareholding

Sharehalding

TSMC Shareholding by
Naminee Arrangement
{Shares)

Preszdent & Chief Executive Officer
Rick Tsai

07/01/2005

27,813,033

0.11%

Senior Vice President
Worldwide Sales & Service
Kenneth Kin

07/04/2001

4,115,112

0.02%

Senior Vice President & Chief Information Officer
Information Technology & Materials Management/
Risk Management

Stephen T. Tso

12/31/2004

12,679,960

0.05%

Senior Vice President
Dperations Organization |
C.L. Wei

12/01/2005

6,575,457

0.03%

258

0.00%

Senior Vice President
Operations Organization Il
Mark Liu

12/01/2005

10,878,953

0.04%

Vice President
Operations Organization |
M.C. Tzeng

0170172002

6,166,082

0.02%

133,149

6.00%

Vice President & Genera! Counsel
Richard Thurston

/022002

2,733,369

0.01%

Vice President
Chief Finandal Officer & Spokespersan
Lora Ho

09/08/2003

4,549,431

0.02%

190,01

0.00%

Vice President
Human Resources
P.H. Chang

02/17/2004

2,612,397

0.01%

Vice President
Corporate Development
Jason C5. Chen

03/3172005

930,991

0.00%

4,102

0.00%

Vice President
Design & Technology Platiorm
Fu-Chieh Hsu

03/31/2006

175,000

0.00%

Vice President
Research & Development
Wei-Jen 1o

06/5/2006

1,050,576

0.00%

Vice President
Research & Development
Jack Sun

06/23/2006

4,613,385

0.02%

Senior Director
Corparate Planning
LC Ty

06/25/2002

8,210,400

0.03%

1,233,831

0.00%

Senior Director
Interna! Audit
Jan Kees van Vlist

10/15/2003

1,033,562

0.00%
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Mote: The date effective means the offical date for that position,




As of 022872007

Managets Who are $pouses or within Second-degree
Relative of Consanguinity 1o Each Other

Education & Selected Past Positions Selected Current Positions
Title Name Relation

Ph.D., Material Science, Cornell University, USA Director, TSMC subsidiary companies
Executive Vice President, Worldwide Marketing and Sales, TSMC
€00, TSMC

Prasident, Vanguard lernational Semicanductor Cotp.

Ph.D., Nuclear Engineering and Applied Physics, Columbia Uriversity, USA
Vice President, Worldwide Sales & Services, IBM Microelectronics Division

Ph.D., Materials Science & Engineering, Unversity of California, Berkeley, USA (irector, TSMC subsidiary companies
President, WaferTech, LLC
Senigr Vice President, Operations, TSMC

Ph.D., Electrical Engineering, Yale University, USA Director, TSMC subsidiary companies
Vice President, South Site Operation, TSMC Director, TSMC affiiated companies
Senior Vice President, Chartered Semiconductor Manufacturing L,

Ph.D., Electrical Engineering & Computer Science, University of California, Berkeley, USA Director, TSMC affiliated companies
Vice President, South Site Cperation, TSMC
President, Worldwide Semiconductar Manufacturing Corp.

Master, Applied Chemistry, Chungyuan University, Tawan - Depariment M. Tzeng Siblings
Senior Director, Fab 2 Operation, TSMC Manager

1.0, Rutgers School of Law, State University of New Jersey, USA Directar, TSMC subsidiary companies
Ph.D, History, Univessity of Virginia, USA Director, TSMC affiliated companies
Partner, Haynes Boone, [1P.

Vice Presicent Corporate Staff, Assistant General Counsel, Texas Instruments incorporated

Master, Finance, National Taiwan University, Taiwan Director andfor Supervisar, TSMC subsidiary

Senior Girector, Accounting, TSMC companies

Vice President, TI-Acer Semiconductor Manufacturing Corp. Director and/ar Supervisor, TSMC affiliated
companies

Ph.D., Matetials Science & Engineering, Purdue University, USA
Senior Directar, Materials Management, TSMC
Vice President, Worldwide Semiconductor Manufacturing Corp,

M.5., Business Administration, University of Missouri-Columbia, LiSA
Vice President & Co-Director of Workdwide Sales & Marketing Group, Intef

Ph.D.,M.5., Eiectrical Engineering and Computer Sciences, University of Califarnia, Berkeley, USA
Chairman and CEQ, Monslithic System Technology Inc.
Chairman and President, Myson Technology Inc.

Ph.D., Solid State Physics & Surface Chemistry, University of California, Berkeley, USA
Director, Advanced Technology Development & CTM Plant Manager, Intel

Ph.D., Electrical Engineering, University of llinois, USA
Senior Directar, Logic Technolagy Davision, TSMC

Master, Business Administration, Tulane University, USA
Senior Director, Fab 5 Operation, TSMC

M.S., Mariagement, DelfyErasmus University, the Netherlands
Senior Director, Pricing & Business Process, TSMC
Chief Financial Officer & member of the Board of Management, Philips Taiwan

"




4.2 Compensation Paid to President and Vice Presidents

Human Resources

Resaarch & Development

Vice President Jason C.S. Chen
Corporate Development

Vice President Fu-Chieh Hsu (Note 3)
Design & Technology Platform

Vice President Wel-len Lo

Research & Development

Vice President Jack Sun {Note 4}

Salary (NT$ thousands) Banus & Perquisite (NT$ thousands) (Note 2)

Title Name Consolidated Consolidated TSMC

TSMC Subsidiaries TSMC Subsidiaries Cash Amount

of TSMC of TSMC {NT$ thousands)

President & Rick Tsai
Chief Executive Officer
Senior Yice President Kenneth Kin
Worldwide Sales & Service
Senior Vice President & Chief Information Officer Stephen T. Tso
Information Technology & Materials Management/
Risk Managemen
Senior Vice Presicient CC. Wei
Operations Organization |
Senior Vice President Mark Liu
Operations Organization Il
Vice President M.C. Tzeng
Operations Organization |
Vice President & Richard Thurston 49,224 49,224 17,529 17,529 222,500
General Counsel
Viee President, Lora Ho
Chief Financial Officer & Spokesperson
Vice President P.H. Chang

Note 1; Total compensation paid to TSMCs President and Vice Presidents in 2005 was NT$1,328,055 thousand {1.42% of 2005 net income). Employee profit sharing distribution in 2007 with respect to 2006 earnings is prehminary

at the time of printing this report, and it has not been appraved by shareholders yet. Please visit TSMCs website for an update.

Note 2: Includes allowances far company cars. Compensation paid to the drivers totaled NT$6,998 thousand.

Mote 3: Mr. Fu-Chieh Hsu joined TSMC on March 31, 2006.

Note 4: Mr. lack Sun was promoted an Jure 23, 2006.

Compensation Paid to Individual President and Vice Presidents (Note)

President and Vice Presidents

Year 2006

TSMC Cansolidated Subsidiaries of TSMC

Under NT52,000,600

From N7$2,000,000 to NT$5,000,000

From NT$5,000,000 to N7$10,000,000

Frorn NT$10,000,000 to NT$15,300,000

From NT$ 5,000,004 to NT$30,800,000

From NT$30,000,000 to NT$50,000,000

From NT$50,000,000 to NT$100,000,000

Qver NT$100,000,000

Total

wlmlon|lo |l lao|lo|o| o

wiom |uvn | o|lo|lalo|lo| o

Note: Employee profit sharing distribution in 2007 with respect to 2006 earnings is prefiminary at the time of printing this report, and 11 has not been approved by shareholders yet. Please visit T5SMCs website for an update.
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Employee Profit Sharing {Nate 1)

Total Compensation to President & VPs as % of
2006 Net Income {Note 1)

Cumnulative ESOP Exercisable Shares

Consclidated Subsidiaries of TSMC

Compensation or
Fees Received from

c°“5°_"qa“ed TEMC Conso.llt?at.ed Investments Other

Stock Market Value Cash Amount Stack Market Value TsMC Subsidiaries {K shares) Subsidiaries than Subsidiary
{NT$ thousands) {NT$ thousands) (NT$ thousands) of TSMC of TSMC

1,501,875 222,500 1,501,875 1.41% 1.41% 2,828 2,828 None
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4.3 Employee Profit Sharing Granted to Management Team (Note 1)

Human Resources

Corporate Planning

Vice President Jason C.S. Chen
Corporate Development

Vice President Fu-Chieh Hsu (Note 2)
Design & Technology Platform

Vice President Wei-Jen Lo

Research & Development

Vice President Jack Sun (Note 3)
Research & Development

Senior Director L Tu

Senior Director
Internal Audit

lan Kees van Vit

Profit Sharing Stock Profit Sharing Cash . ) Total Profit Sharing Value
. Total Prefit Sharing Value
Title Name Market Value Amount (NTS thousands) to Management Team as
(NT$ thousands) {NT$ thousands) % of 2006 Net Income
President & Rick Tsai
Chief Exacutive Officer
Senior Vice President Kenneth Kin
Worldwide Sales & Service
Senior Vice President & Chief Infarmation Officer Steohen T. Tso
Information Technology & Materials Management/
Risk Managemen
Senior Vice President C.C. Wel
Operations Organization |
Senior Vice President Mark Liu
Qperations Organization Il
Vice President M.C. Tzeng
Operatians Organization |
Vice Presiclent & Richard Thurston
General Counsel
Vice Presidant, Lora Ho 1,587,999 235,259 1,823,258 1.44%
Chief Financial Officer & Spokesperson
Vice President P.H. Chang

Nate 1; Employee profit sharing distribution in 2007 with respect ta 2006 earnings is preliminary at the time of printing this report, and it has not been approved by shareholders yet. Please visit TSMCs wabsite for an update.

Nate 2: Mr. Fu-Chieh Hsu joined TSMC on March 31, 2006.
Note 3: Mr. Jack Sun was promoted on June 23, 2006.
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4.4 Net Change in Shareholding and Net Change in Shares Pledged by Directors, Supervisors, Management, and
Shareholders with 10% Shareholding or More (Note 1)

Unit: Share

Title / Name

2006

$41/01/2007 ~02/2812007

Net Change in Shareholding

Net Change in Shares Pledged
{Note 2}

Net Change in Shareholding

Net Change in Shares Pledged

{Note 2)

Chairman
Morris Chang

3,379,247

Director

KaninKlijke Philips Electronics N.V.
Representative:

J.C. Lobbezoe {Note 3}

121,942,231

Vice Chairman
F.C Tseng

{866,244)

(250,000)

Independent Director
Stan Shih

42,459

Director

Representative:
Chintay Shih

Natienal Development Fund, Executive Yuan

47,434,261

Independant Director
Sir Peter Leahy Bonfield

Independent Director
Lester Carf Thurow

Director & President & CEQ
Rick Tsai

2,216,238

1250,000}

Independent Director
Carleton (Carly} $. Fiorina

Senior Vice President
Kenneth Kin

B80E,352

(51,000)

Senior Vice President & C10
Stephen T. Tso

714,580

{71,000

Senior Vice President
C.C Wei

1,079,378

{54,000)

Senior Vice President
Mark Liu

1,021,161

(170,000)

Vice President
M.C. Tzeng

847,481

1,200,000

(27,000)

Vice President & General Caunsel
Richard Thurston

554,158

(75,000)

Vice President, CFO & Spokesperson
Lora Ho

857,039

Vice President
P.H. Chang

779,487

Vice President
Jason C.S. Chen

600,991

{40,000}

Vice President
Fu-Chieh Hsu {Note 4)

175,000

Vice Presicent
Wei-Jen Lg

588,024

(60,000}

Vice President
Jack Sun {Note 4}

813,495

Senigr Director
L.C Tu

270,573

(46,000)

Senior Director
Jan Xees van Vet

228,923

Note 1: The tenure of Mr. Michel Besseau, our former Supervisor {representative of Koninklijke Philips Electranics M.V.}, expired on May 16, 2006; and the tenure of Mr. James C. Ho {representative of National Development Fund,
Executrve Yuan} and Mr, Michael E. Porter, our former Supervisors, expired on December 31, 2006.

Nate 2: This refers 10 the creation of security interest over TSMC shares in favor of creditars, usually in connection with a sharehalders own financing actities.
Note 3: Koninklijke Philips Electronics N.V. resigned fram TSMC's Board on March 9, 2007.
Note 4: Net change in shareholding or shares pledged from 05/16/2006 10 12/31/2006.
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4.5 Stock Trade with Related Party: None.

4.6 Stock Pledge with Related Party: None.

5. Long-term Investments Ownership

As of 12/3172006

Direct/Indirect Ownership by Directors,

Total Ownership

Long-term [nvestment Ownership by TSMC (1) Supervisor & Management (2) N+
Shares % Shares % Shares %
Equity Method:
TSMC International Investment, Ltd. 587,968,244 100.0% o 0% 987,968,244 100.0%
TSMC Partners, Ltd. 300,000 100.0% 0 0% 300,000 100.0%
TSMC Global, Lid. 1,284 100.0% ¢ % 1,284 100.0%
TSMC North America 11,000,000 100.0% 0 0% 11,000,060 100.0%
TSMC Europe BV, 200 100.0% Y 0% 200 100.0%
TSMC Japan Limited 6,000 100.0% 0 0% 6,000 100.0%
TSMC Korea Limited 80,000 100.0% 0 0% 80,000 100.0%
Chi Cherng Investment Co., Lid. Not Applicable (Note 2) | 35.7% (Note 4) 0 0% Not Applicable (Note 2} | 35.7% (Note 4)
Hsin Ruey Investment Co., Ltd. Not Applicable (Note 2) | 35.7% (Note 5) 0 0% Not Applicable {Note 2) | 35.7% (Note 5)
TSMC {Shanghai) Company Limited Not Applicable (Note 2) 100.0% 0 0% Not Applicable {Note 2) 100.0%
Systems on Silicon Manufacturing Co. Pte Lid. 463,350 388% 0 0% 463,350 B8%
Vanguard International Semiconductor Corp. 447,261,804 26.8% 437,918,380 | 26.5%{Note 1} 830,180,184 $3.3%
Glabal UniChip Corp. 41,263,171 37.9% 0 0% 41,263,171 37.9%
Emerging Alliance Fund, LP. Not Applicable (Note 2} 99.5% 0 0% Net Applicable (Note 2) 98.5%
VentureTech Alliance Fund 11, L.P. Not Applicable {Note 2} 98.0% 0 0% Nat Applicable {Note 2) 98.0%
VentureTech Alliance Fund I}, L.P. Nat Apphicable (Note 2} 58.0% 0 0% Not Applicable (Note 2) 98.0%
Cost Method:
Non-Publicly Traded
United Industrial Gases Co. Ltd. 16,782,937 9.9% Not Avallable {Note 3} Not Available 16,782,937 9.9%
(Note 3}
Shin-Etsu Handotai Taiwan Company Lid. 10,500,000 7.0% Not Available {Note 3) Not Available 10,500,000 7.0%
(Note 3)
Hontung Venture Capital Co., Lid. 2,632,867 10.5% Not Available {Note 3) Not Available 1,632,867 10.5%
{Note 3)
W.K. Technology Furd 1V 4,000,000 1.9% Not Available (Note 3) Not Available 4,000,000 1.9%
{Note 3)
Funds:
Horizon Ventures Fund Not Applicable {(Note 2) 12.1% Not Applicable (Note 2) Not Available Not Applicable (Note 2) 12.1%
[Note 3)
Crimson Asia Capital Not Applicable {Note 2) 1.1% Not Applicable (Nate 2} Not Available Not Applicable (Note 2) 1.1%
{Note 3)

Note 1: 26.5% represents the shareholding owned by National Development Fund, Executive Yuan

Mate 2: Not applicable. These firms do not isue shares, TSMCs investment is measured as a percentage of ownership.

Note 3: Not available. Not all informatian is available to TSMC as of the report date.

Note 4; TSMC directly owns 35.7% and indirectly owns 64.3% in Chi Cherng Investment Co. ttd., through Hsin Ruey Investment Co., Ltd.
Note 5; TSMC directly owns 35.7% and indirectly owns §4.3% in Hsin Ruey Investment Co., Lid , through Chi Cherng Investment Co. Ltd.
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6. Employees

6.1 Human Capital

TSMC encourages all of its employees to constantly expand their professional
knowledge, project a positive work attitude, demonstrate affirmative values,
exhibit ethical conduct, and make a firm and genuine commitment to
succeed as a member of the TSMC team. Believing that an inspiring work
environment promotes inngvation. TSMC strives to provide its employees
with productive workplace conditions, rewarding professional challenges,
and substantial career development support.

In 2006, TSMC was designated "Most Admired Company in Taiwan" by
Commonwealth Magazine for a tenth consecutive year and ranked by a
Cheers Magazine poll as the most desired workplace for new graduates.

TSMC's workforce numbered 20,202 pecple at the end of 2006, reflecting
an increase of 2.9 percent from the end of 2005. In 2006, TSMC recruited
152 managers, 1,210 professionals and 1,044 technicians during the year.
By the end of February 2007, TSMC's total workforce stood at 20,181.

At the end of 2006, TSMC employed a total of 2,243 managers and 7,550
professionals. Of the managers, 10.9 percent were female, Mon-Taiwanese
nationals comprised 3.1 percent of TSMC's workforce at the managerial and
professional level. By the end of February 2007, there were 2,255 managers
and 7,594 professionals,

Among TSMC's staff, 2.7 percent hold Ph.D. degrees, 29.7 percent hold
Masters degrees, 19.1 percent hold Bachelors degrees, 21.5 percent hold
other higher education degrees, and 27 percent hold a high school diploma.
The following tables summarize TSMC's workforce structure:

TSMC Workforce Structure by Education Degree

1213172005 12/31/2006 0272872007
Ph.D. 475 553 568
Master 5,464 6,002 6,064
Bachelor 3,601 3,856 3,835
Other Higher Education 4,510 4,331 4,294
High School 5,562 5,460 5,420
Tatal 19,642 20,202 20,181

TSMC Workforce Structure by Job Title

121312005 12/3172006 02/2872007
Managers 2,012 2243 2,255
Professionals 7,145 7,550 7.594
Assistant Engineer/Clerical 684 620 616
Technician 9,31 9,789 9,716
Tetal 19,642 20,202 20,181

TSMC Workforce Structure by Gender, Age, and Years Served

123172005 123172006 02/28/2007
Male 45.7% 46.5% 46.7%

Gender
Female 54.3% 53.5% 53.3%
Average Age 31.0 31.7 31.87
Average Years of Service 5.1 5.6 5.76

6.2 Recruitment

Attracting and retaining the right talent is one of the key objectives of TSMC's
human resources strategies. TSMC believes in equal opportunity employment
and values the diversity in our staff’s contributions toward our corporate culture
and our spirit of innovation. Recruitment is conducted via open selection and is
based on the candidate’s ability to fulfill the needs of each position, regardless
of race, gender, age, religion, nationality, or political affiliation.

In order to seek out talented people around the world who share the
company's values, TSMC employs innovative methods involving campus
programs, summer internships, and employment seminars or fairs.

6.3 People Development

Continuous learning is the cornerstone of TSMC's employee development policy.
TSMC provides employees with a wide range of technical, professional and
management training programs. Each employee has an individual development
plan, customized to their development needs. Employee development is

further supported and enforced by a comprehensive and integrated network

of resources including on-the-job training, coaching, mentoring, job rotation,
on-site courses, e-learning, and external learning opportunities. TSMC not only
engages external experts to be trainers, but also educates and arranges for
hundreds of internal trainers to offer training courses.

6.4 Employee Satisfaction

TSMC is committed to fostering a dynamic and fun work environment. In line
with this commitment, a number of programs have been launched to enhance
employee motivation, promote employee welfarg, and fadilitate communication
between the company and its employees. These programs include:

« Multifaceted Employee Welfare: TSMC offers a number of employee
welfare programs and benefits such as flexible work hours, paid holidays
and variety of employee activities such as TSMC Sports Day, Family Day,
the Engineer Festival, and various social clubs,

» Employee Recognition: TSMC recognizes employee contributions in different
areas through a number of programs. In addition to TSMC's internal
Employee Rale Model Awards, Innovation & Customer Partnership Award,
employees are also encouraged to apply for certain external awards. In 20086,
TSMC employees won the Top 10 National Qutstanding Manager Award, the
Outstanding Young Engineer Award, and the Ministry of Economic Affairs’
Team and Individual Awards for Industrial and Technology Development.
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TSMC is Committed
to Fostering a

DYNAMIC
AND FUN

Work Environment

« Open Communications: TSMC conducts regular communication activities
with employees, including regular communication meetings at different
levels, Executive & Manager Communications Kits, and the kimonthly
Silicon Garden Magazine to engage employees and their families, We
respect our employees’ views; they can offer suggestions to the Company
through channels such as the Employee Suggestion Box, Employee Voice
Collection Network, the “Fab Caring Circle” for work environment related
issues, and the Corporate Ombudsman system and Board of Directors’
audit committee for feedback regarding significant management issues or
finance related concerns. (n addition, TSMC conducts an annual Employee
Satisfaction Survey to understand and measure the involvement and
engagement of employees at various levels.

6.5 Retention

TSMC believes talent is its most important resource and retention of talent
is the common goal and responsibility of managers at all levels. TSMC has
implemented retention programs such as a “Buddy System” that helps new
employees learn and become integrated into their teams by pairing them

up with a more experienced partner. The Human Resources department also
maintains a call center to help its employees with work and life issues, TSMC
encourages all management to offer employees opportunities to cultivate
professional knowledge and career opportunities, as well as help them
maintain a healthy work/life balance.

Between January 1, 2006 and February 28, 2007, there were no labor
disputes that resulted in loss to TSMC,

18

6.6 Compensation

TSMC's compensation program includes cash compensation and profit sharing.
Cash compensation includes the monthly salary, and a quarterly variable
incentive bonus. Employees are entitled to no less than one percent of our net
income after a deduction based on losses of previous years and contributions to
legal and special reserves. The purpose of this profitsharing bonus is to reward
employees’ contributions appropriately, to encourage employees to work
consistently to ensure the success of TSMC, and to link employees’ interests with
those of TSMC’s shareholders, The amount and form of the distribution are
determined by the Board of Directors based on the Compensation Committee’s
recommendation and are subject to sharehalders’ approval at the Annual
General Meeting. The company’s earlier practice was to determine the amount
of the profit-sharing bonus based on operating results and industry practice

in the Republic of China, Individual awards are based on each employee’s job
responsihility, contribution, and performance.

In addition to providing employees of TSMC’s overseas subsidiaries with a
locally competitive base salary, the company grants short-term and long-
term banuses as a part of total compensation. The performance bonus is

a short-term incentive and is granted in line with local regulations, market
practices, and the overall operating performance of each subsidiary. The
long-term incentive bonus is awarded based on TSMC financial performance
and is vested over the course of several years in order to encourage long-
term employee commitment and development within the company.

6.7 Retirement Policy
TSMC's retirement policy is in accordance with the provisions in the Labor
Standards Law and Labor Pension Act of the Republic of China.




7. TSMC Worldwide
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— TSMC’s TRINITY OF
/ST THS

TSMC's value proposition comes fr@(its-frim' v of strengths: technology leadership, manufacturing
excellence, and customer partnership. These three strengths are the pillars that support the success of
TSMC and all jis-ciistomers.







Technology Leadership

1. R&D Organization and Investment

TSMC increased its research and development investment and expanded its
waorld-class R&D organization in 2006 to provide best-in-class semiconductor
technologies and design solutions to our customers, R&D expenditure reached
NT$14.6 billion, while R&D staff grew by 13.5 percent during the same period.
We plan to continue to invest significant amounits on research and development
in 2007, with the goal of maintaining a leading position in the development

of advanced process technologies. TSMC also strengthened the capabilities

and expanded the capacity of our 300mm R&D pilot line for advanced process
development in 2006 to accommodate our growing R&D development activities.

TSMC continued to accelerate the development of transistar, memory, and
interconnect technologies. During 20086, the R&D organization was recrganized
into exploratory research and platform development organizations to better
suppon TSMC's technology development. We also expanded our external R&D
partnership and alliance activities with tool and materials vendors. For example,
TSMC is a core member of IMEC, a world-class CMOS R&D consortium in
Europe. In addition, TSMC and Freescale completed joint development of cutting
edge 65 nanometer SOI technology. TSMC also strengthened its collaborative
research effort with key partners for design-process co-optimization, which
enables the best technology and design solutions for product success in the
complex and ¢hallenging nanometer era. Since 2001, TSMC has been funding
nanotechnology research at major universities worldwide to promote innovation
and the advancement of technology.

2. R&D Accomplishments in 2006

2.1 R&D Highlights

Sixty-five Nanometer Technology

TSMC was the first foundry to qualify production-ready 65 nanometer
technology in 2006, beginning with low-power process technology, We
continued to expand our 65 nanometer portfolio, successfully completing
technology qualification and customer product pilot runs for various
technology families inctuding general purpose and triple gate oxide processes.

TSMC's 65 nanometer technology is the company's third-generation
semiconductor process employing both copper interconnects and low-k
dielectrics. It is a nine-layer metal process with core voltages of 1.0 or 1.2
volts, and /O voltages of 1.8, 2.5 or 3.3 volts. The new technology offering
supports a standard cell gate density twice that of

_R&D Expenditures  TSMC's 90 nanometer process.

(Amount: NT¥ thousands)

14,601,385
13,395,801

Sixty-five Nanometer Embedded DRAM
TSMC developed the foundry sector's first functional
65 nanometer embedded DRAM customer product
in 2006. TSMC's 65 nanometer embedded DRAM
features improved retention time and a low thermal
budget module that can be added to the company’s
standard CMOS process. It is compatible with all

65 nanometer logic libraries making it an efficient

302,035 process for P reuse. The process also offers special
power saving features for low power applications
including sleep mode, partial power cut-off and on-

chip temperature compensation.

2005 2006 01/01/2007 -
027782007
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The 65nm embedded DRAM process is built on up to 10 metal layers using
capper low-k interconnect and nickel silicide transistor interconnect. [t
features a cell size less than a quarter of its SRAM counterpart, and macro
densities ranging from 4Mbits to 256Mbits.

6 5 nm Technology

Qualified and
Production-ready
in 2006: First in Foundry

Immersion Lithography

TSMC's immersion lithography program used proprietary techniques 0
produce nearly defect-free test wafers well within acceptable parameters for
volume manufacturing. On initial tests, TSMC's techniques produced less than
seven immersion-induced defects on many 12-inch wafers, a defect density
of 0.014/cm?. Some wafers have vielded defects as low as three per wafer, or
0.006/cm’. This compares to several hundred thousand defects produced by
a prototype immersion scanner without these proprietary technigues and is
significantly better than published champion data in double digits.

TSMC is now focusing on throughput improvement for high-volume
manufacturing and cooperating with equipment manufacturers to develop
production-ready immersion lithography equipment. TSMC's immersion
lithography technology is targeted at our 45 nanometer manufacturing process.

Forty-five Nanometer Technology

TSMC's 45 nanometer technology development made a strong start in
2006. Our test vehicles achieved defect densities of less than 10 per wafer
by the end of the year, reaching this important milesione two quarters
earlier compared with our 65 nanometer technology development timeline.

Our 45 nanometer technology development also highlights the intimate
collaboration between manufacturing and design at this advanced
technology node. Having made substantial progress in technology
development, we were able to offer our first 45 nanometer low-power design
verification shuttle in 2006, This shuttle was the foundry industry’s first 45
nanometer design verification shuttle and also the earliest shuttle compared
with TSMC's past technology generations. TSMC expects to begin risk
production of 45 nanometer technology in the second half of 2007.

2.2 Spectrum of Technologies
In addition to the highlights above, TSMC continued to introduce a rich mix
of new technologies. For example:

Mixed Signal/Radio Frequency Technology

TSMC developed and qualified mixed signal/radio frequency (MS/RF)
technologies at both 90 nanometer and 65 nanometer generations. The
technologies feature a 2.0Ff/um? high-density Metal-Insulator-Metal {MIM)
capacitor, a 3.3 micron Ultra Thick Metal {UTM) for high quality inductor,
and a patented Kaleidoscopic Metal-Over-Metal (K-MOM) capacitor with a
greatly improved mismatch compared with traditional MOMs.




Silicon Germanium BiCMOS Technology

TSMC developed a high-voltage version of 0.18 micron Silicon Germanium
{SiGe} BICMOS technology to serve the needs of power amplifier product
customers. TSMC's 0.18 micron 5iGe technology enables high performance
power amplifier applications and provides an integrated solution that is
more cost effective compared to GaAs technology.

CMOS Image Sensor Technology

Following the successful mass production of 0.13 micron 4T CMOS image
sensors, TSMC developed a high-performance and low-cost 0.11 micron

47 CMQS image sensor process with AlCu backend. This new process is
aimed at high-end imaging applications with small pixel size of 1.75 micron
and high resclutions of greater than three megapixels. It is compatible

with TSMC's 0.13 micron CMOS logic and embedded memory processes,
enabling System-on-Chip (SoC) platforms for consumer and industrial
applications in mobile phones, digital cameras, security sensors and other
image sensor markets.

45nm Design

Verification Shuttle: First
in Foundry

Flash/Embedded Flash Technology

TSMC demonstrated excellent intrinsic reliability data for automotive
applications using flash/fembedded flash technology at the 0.18 micron
technology node. Our test vehicles achieved very low failure rates for

both cycling test and data retention after a bake at 250 degree Celsius.

In addition, a programmable fuse IP has been verified on silicon for 0.18
micron high voltage technology. We developed and verified IP with read
functionality at 3.3 volt and 1.5 volt Vee for 0.13 micron embedded flash
technology, which meets endurance specifications. TSMC also worked out a
very competitive split-gate Flash device for 90 nanometer embedded flash.
With this new cell architecture, TSMC can continue the scaling trend of
split-gate flash at the 90 nanometer node, improving density by four times
compared with the 0.18 micron technology node. A test vehicle has been
taped out to verify the new flash device.

Mask Technology

Mask technology is an integral part of advanced lithography. TSMC has
developed proprietary resolution-enhancement techniques that are closely
optimized with our in-house mask-making technology, including optical
proximity correction, phase-shifting, and subresoltution-assist mask features.
In 2006, we popularized fast Lithography Process Check technotogy, which
is a critical element of Design For Manufacturing. TSMC mask facilities
feature state-of-the-art E-beam mask writers, etchers, inspection and repair
taols for both R&D and production use. TSMC's strength in mask technology
R&D and production provides significant benefits to our customers in

terms of technical excellence, quality, fast cycle time, and one-stop service.
In 2006, the Company successfully developed high-quality, cost-effective
55 nanometer mask making technelogy for production, X-metal mask
technaology, as well as mask technolegy far the 45 nanometer generation,
The Company also developed metrology using e-beam, scatterometry, and
electricat techniques to support wafer lithography and mask making.

3. Intellectual Property

A strong portfolio of inteflectual property rights strengthens TSMC's
technelogy leadership. In 2006, TSMC received 470 U.S. patents, 463 Taiwan
patents, 143 PRC patents, and other patents around the world. TSMC has
been ranked by a Ministry of Economic Affairs Special Project on Technology
as the number-one Taiwan company in procuring U.S. patents. We have taken
initiatives in building the various elements of a model for TSMC's intellectual
capital management. Management and use of our intellectual property rights
are driven by strategic considerations and business objectives.

At TSMC, we have built a process 1o extract value from our intellectual
property rights. Our IP strategy works in conjunciion with our R&D,
marketing, and corporate development strategies. Intellectuat property
rights protect our freedom to operate, enhance our competitive position,
and give us leverage to participate in many profit-generating activities. We
have worked continuously to improve the quality of our P portfolio, reduce
cost of maintenance, align business strategies with IP strategies, and extract
value from our portfolio. IP is an essential element for our ability to attract
customers and partners and the basis of collaboration with them. We expect
to continue investing in our IP portfolio and the management system to

ensure that we receive maximum value from our intellectual property rights.
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4. R&D Plans for 2007

Moving forward, TSMC intends to focus on qualification and production

of the 45 nanometer logic/mixed signal technology platforms as well as
development of a 32 nanometer logic platform. In addition, we will devote
intense efforts to qualify the 45 nanometer node with superior transistor
performance featuring a strong strained silicon process, in both bulk and
silicon-on-insulator. Other development projects include, but are not limited
to: 45 nanometer and 65 nanameter embedded DRAM; 65 nanometer
mixed signal/RF for communication applications; embedded Flash IP
development in 0.13 micron and 90 nanometer technologies; 0.11 micron
and 90 nanometer 4T CMOS image sensor technologies.

QOur re-organization of R&D in 2006 emphasizes our commitment to
maintain our long-term technology lead over competitors in the foundry
sector through a strong exploratory technology research program. Also,
TSMC will continue its exploratory research team plans to focus on the

22 nanometer node and beyond. We plan to continue exploratory work
on new transisiors and process technologies such as 3D structures,
MRAM, strained-tayer CMOS, and novel SoC features. The study of the
fundamental physics of nanometer CMOS transistors is now a core facet of
our efforts both to improve the understanding and to guide the design of
the transisiors at advanced nodes. The findings of these studies are being
applied to ensure our leadership at the 32 nanometer and 22 nanometer
nodes. One of TSMCs goals is to extend Moore's law through innovative
in-house work, as well as by collaborating with industry leaders and
academia to push the envelope in finding cost effective technology and
manufacturing solutions.

TSMC plans to continue working closely with international consortia and
photolithography equipment suppliers to ensure the timely development of
193 nanometer high NA scanner technology, liquid immersion lithography,
and massively parallel E-Beam direct write and EUV scanner technalogies.
These technologies are now the mainstay of our process development efforts
at the 45 nanometer node and beyond.

TSMC also plans to continue to collaborate with mask inspection equipment
suppliers to develop aerial image inspection techniques. This should help

to ensure that we can maintain our leadership position in mask quality

and cycle time, and continue to meet aggressive R&D, prototyging and
production requirements.

Overall, TSMC plans 1o continue to invest heavily to expand its R&D capabilities.
With a highly competent and dedicated R&D team and unwavering
commitment 1o innovation, we are confident of our ability to deliver the
best and most cost effective SoC technologies for our customers and to
support our business growth,
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Manufacturing Excellence

1. TSMC's Manufacturing Capabilities

TSMC is the foundry sector's capacity leader. In 2006, TSMC managed
capacity of 7.06 million eight-inch equivalent wafers, an increase of 18.6
percent from 2005. However, capacity is not the only foundation for TSMC's
manufacturing excellence. Qur flexibility in assurance of supply for diverse
custormner needs, best-in-class cycle time, agility in meeting customers’
capacity needs, ability to quickly ramp up and maintain high yield, accurate
delivery, and in-house mask service make manufacturing excellence one of
TSMC's core strengths.

Flexible Manufacturing

To serve a diverse customer base, TSMC's fabs have the flexibility to support
numerous customers, products, and technologies. Each individual fab can
support over one hundred customers and over one thousand different
products.

Best-in-class Cycle Time

Qur customers depend on TSMC's ability to deliver products with short
demand fulfillment cycles. TSMC’s production cycle time is the fastest

in the foundry sector and is competitive with the leading benchmark
manufacturers in the semiconductor industry. TSMC's advanced 12-inch
fabs continued to break cycle time records in 2006, supported by integrated
planning systems as well as a high degree of automation.

Manufacturing Agility

TSMC adapts to surges in customer demand with large-capacity 12-inch
GigaFabs™ and fab clusters, supporting each other with seamless
technology transfer. Customers can usually quickly gqualify their products in
multiple fabs. TSMC's technology transfer requires the second fab to match
the first fab's yield and device performance and strive further for higher
performance.

Fast Yield Ramp Up

Fast yield ramp up for new products is crucial to the success of TSMC and
our customers. We have developed a comprehensive methodology for
transferring technologies from R&D to production to shorten the yield
learning curve of leading edge technologies.

TSMC's seamless technology transfer also enables consistent yield when
customers transfer producticn to a second fab. In addition, TSMC vigilanily
seeks to maintain yield stability with our effective Yield Loss Prevention
System and Yield Deviation Analysis System.

Accurate Delivery

TSMC has a proven record of providing customers with consistent an-time
delivery, TSMC has re-engineered its demand fulfillment system and has
developed a state-of-the-art manufacturing planning and dispatching system
that further enhances the accuracy of deliveries. TSMC's stringent demands
for accuracy require that deliveries be neither too late nor too early, as both
could affect a customer’s just-in-time supply chain management. In 2006,
we were able to make over 90 percent of our deliveries within one day of
the scheduled delivery date.




Mask Production

Mask technology is an integral part of advanced lithography, and TSMC's
in-house mask shop is one of the world's largest mask making facilities,
providing our customers with one-stop service for prototyping with short
cycle time. TSMC's mask shop is process-integrated and synchronized with
TSMCs manufacturing facilities through a coupled computer-integrated

manufacturing system. All high-end masks are Optical Proximity Correction
(OPQ) optimized, and undergo routine characterization for quality. We provide
the highest mask quality with the shortest mask cycle time in the indusiry.

TSMC's CyberShuttle™ is the foundry sectors first and most used prototyping
program with multiple cusiomers sharing mask costs through multi-project
wafers. It has proven cost effective for both product prototyping and IP
development. Designers see CyberShuttle®™ as the cornerstane of product
development methodology for managing design quality and achieving faster
time-to-revenue,

2. GigaFab®™

TSMC’s 12-inch fabs are a key part of our manufacturing excellence, and
will continue to grow more important in the future. TSMC operates two
300mm fabs - Fab 12 and Fab 14. Fab 12 is located in Msinchu, Taiwan
with a capacity of 166,000 12-inch wafers in the fourth quarter of 2006,
is the primary site for TSMC's R&D. Fab 14, located in Tainan, Taiwan, had
capacity of 105,000 wafers in the fourth quarter of 2006. These advanced
facilities will continue to be the focus of our capacity expansion in the
near future.
These "GigaFabs™"
manufacturing excellence and to cantinue to deliver breakthroughs. Qur
gigafabs attain lower operating costs by achieving near 100 percent

are centers of pur unceasing effort to improve

automation, such as real-time wafer dispatching, & search engine
optimizing route for Automated Materials Handling Systems (AMHS), full
automation of production wafers and non-product wafers, as well as lean
work-in-progress control.

3. Quality

TSMC is committed to providing customers with the best quality wafers

for their products. Our Quality and Reliability (Q&R} services champion the
partnership between customers and the entire TSMC organization to achieve
"quality-on-demand”. The goal of quality on demand is to fulfill custormers’
needs regarding time to market and market competition, over a broad range
of products.

In the design stage, Q&R technical services assist customers to design-in
their product reliability requirements. Q&R also works with R&D on process
development in order to assure reliability performance, not only for a
vaniety of circuit devices, but also for different types of 1C packages. Q&R
has deployed systems to ensure robust quality in managing production
dynamics as the company meets customers’ business reguirements. To
sustain production quality and minimize risks to customers when deviations
occur, manufacturing quality monitoring and event management span all
critical stages, from raw material supply, mask-making, and real-time in-
process menitoring, 1o wafer sort and assembly and customer field quality
performance. Advanced failure analysis techniques are also used in every
instance, from process development to customer production issues.

TSMC Q&R is also responsible for leading the company towards the ultimate
goal of zero defect production, using continuous improvement pragrams.
Periodic customer feedback indicates that products shipped from TSMC
have consistently met or exceeded their field quality requirements in the
marketplace. In 2006, TSMC conformed to ISO/TS 16949 requirements

for a fifth consecutive year, continuing to meet the automotive industry’s
stringent quality requirements.

MG,

e
e

25




4, Raw Materials and Supply Chain Risk Management

In 2006, TSMC brought together fab operations, Materials Management, Risk Management and the Quality Systern Management Division in a project to
improve supply chain risk management. TSMC worked together with suppliers throughout 2006 to prepare safety inventory, improve their quality, and share
supply chain risk management knowledge.

Raw Materials Supply

Major Materials

Major Suppliers

Market Status

Procurement Strategy

Raw Wafers

FS.T.
MEMC
S.EH.
Siltronic
SUMCO

These five suppliers provide over 85% of
the warld's wafer supply on a combined
basis.

Each supplier has multiple
manufacturing sites in order to meet
customer demands, including plants in
North America, Asia, and Europe.

TSMCs supptiers of silicon wafers are required to pass
stringent quality certification procedures,

TSMC procures wafers from multiple sources to ensure
adequate supplies for volume manufacturing and 1o
appropriately manage supply risk.

TSMC maintains competitive price and service
agreements with its wafer suppliers, and when
necessary enters into strategic and collaborative
agreements with key suppliers.

TSMC regularly reviews the quality, delivery, cost and
service performance of its wafer suppliers. The results
of these reviews are incorporated in TSMC's subsequent
purchasing decisions.

A periadic audit of each wafer supplier's quality
assurance systems ensures that TSMC can maintain the
highest quality fer its awn products.

Chernicals

BASF
Tai-Young High Tech {TYS}

These two companies are the major
suppliers for bulk chemical.

Both suppliers have relocated many of their operations
closer to TSMC's major manufacturing facilities,
therefore improving the pracurement togistics
significantly.

The suppliers' products are reviewed regularly to ensure
that TSMCs specifications are met and product quality
is satisfactory.

Photoresist

AL

Shin-Etsu Chemical
Sumitomo

TOK

These four companies are the major
suppliers for photoresist.

TSMC works dlosely with its suppliers to ensure that
they have adequate producticn lead-time to supply the
required products to TSMC.

TSMC conducts pericdic audits of the suppliers' quality
assurance systems to ensure that they meet TSMCs
standards.

Gases

Air Liquide

Air Products

BOC

Taiyo Nippon Sanso

These four companies are the major
suppliers for specialty gas.

The products of these four suppliers are
interchangeable.

Majority of the four suppliers are located in different
geographic locations, minimizing supply risk to TSMC.

TSMC has long-term contracts with these suppliers to
ensure supply stability and service quality. In addition,
the availability of other domestic suppliers also enables
TSMC 10 secure better purchase terms for the gases.

TSMC conducts periodic audits of the suppliers' quality
assurance systems to ensura that they meet TSMC's
standards.
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Customer Partnership

1. Semiconductor Market Analysis

Global semiconductor revenues increased about 8.9 percent in 2006 to
US$247.7 billion. Fabless company revenues grew about 16 percent in
2006 to US$42.3 billion. The value of dedicated foundry output at the
semiconductor market level is roughly three times foundry revenues and
accounted for about 24 percent of semiconducter revenues in 2006, TSMC
maintained its leading position in the dedicated foundry segment of the
semiconductor industry with an estimated market share of 50 percent.

Market research firm IC Insights estimates that the largest geographic
market for dedicated foundry services by corporate headquarter location,

is North America, which accounted for 63 percent of overall dedicated
foundry revenue in 2006, The second largest geographic market is Asia-
Pacific (excluding Japan), which accounted for 21 percent of total dedicated
foundry revenue in 2006. Europe made up 10 percent, and Japan
contributed six percent.

1.1 Semiconducter Industry Growth Analysis

Analysts’ consensus forecast for semiconductor market growth in 2007 is a
mid-single digit percentage rise. The semiconductor market is forecasted to
continue growing in 2008 with a consensus forecast of a low double digit

percentage increase.

1.2 Foundry Sector Outlook: Opportunities and
Threats

TSMC believes foundry services will play an increasingly important role as
Integrated Device Manufacturers, or IDMs, become increasingly reliant
on ouisourced manufacturing, and as fabless semiconductor companies
continue to grow.

IC insights forecasts that by 2010, 30 percent of global semiconductor revenue
will come from dedicated foundries, compared with 24 percent in 2006.

Accardingly, TSMC plans to continue capacity expansion in 2007, with capital
investment of approximately US$2.6 billion to U5$2.8 billion. (n addition to
increasing capacity in Fab 12 and Fab 14, TSMC’s two 12-inch GigaFabs™,

TSMC is expanding capacity at its eight-inch fab in China, TSMC (Shanghai).

TSMC will continue to focus on creating value for customers to capitalize on
opportunities and maintain competitiveness.

2. Customers

TSMC's global customers have diverse product specialties and excellent
performance records in various segments cf the semiconductor industry.
Fabless customers include Altera Corporation, ATl Technologies Inc. (now part of
Advanced Micro Devices, Inc.}, Broadcom Corporation, Marvell Semiconductar
Inc., NVIDIA Corperation, Qualcomm Inc. and VIA Technologies Inc. 1DM
customers include Analog Devices Inc., Freescale Semiconductor Inc., NXP
Semiconductors (formerly Philips Semiconductors), and Texas Instrumeants
Incorporated. Revenue from NVIDIA Corporation accounted for more than
10 percent of our revenue in 2006. In 2005, revenue from ATl Technologies
Inc. amounted to over 10 percent of our revenue.

2.1 Customer Service

TSMC is committed to providing the best services to our customers and
hefieves that customer service is critical to enhancing customer loyalty, In
turn, customer loyalty leads ta higher levels of customer retention and to
expansion of business relationships. TSMC's goal is to maintain its position
as the most advanced and largest provider of semiconductor manufacturing
technologies and foundry services. TSMC believes that achieving this goal
will help retain existing customers, attract new customers, and strengthen
customer partnerships.

To facilitate customer interaction and information access on a real-time
basis, TSMC has established a wide range of web-based services covering
applications in design, engineering, and logistic collaborations. They are
collectively branded as eFoundry™.

2.2 Customer Satisfaction

TSMC regutarly conducts surveys and reviews to ensure that customers’
needs and wants are heing adequately understoed and then addressed.
Continua! improvement plans supplemented by customer feedback are an
integral part of this business process.

2.3 Market Expansion and Penetration

TSMC continues to diversify its customer base while supporting the growth
of our existing customers. TSMC engaged mare than S0 new custemers in
2006. In addition, TSMC has opened offices in Korea and India to support
local customers as well as branch offices of global customers,

3. Customer-driven Design and Technology Platform

In 2006, TSMC separated its Technology Platform and Design Services
operations from R&D into an independent Design and Technology Platform
organizaticn. This reorganization tightens the link between TSMC's

R&D capabilities with the needs of our customers and ensures that our
technology road map is driven by customer applications,

Design is becoming increasingly intertwined with manufacturing as technology
advances into deep sub-micron nodes. TSMC is dedicated to serving its
customers by lowering the barriers to advanced technology design. in June
2006, TSMC announced its Reference Flow™ 7.0, which features a powerful
statistical static timing analyzer, a set of new power management technigues
and an array of design for manufacturing enhancements, Reference Flow™
7.0 further strengthens the Reference Flow™ 6.0 released in 2005, which first
opened the doors to 65 nanometer design.

TSMC also collaborated with design tool vendors 1o set up a design for
manufacturing ecosystem that ensures our customers can design with the
same manufacturing data regardless of the design tools that they select.
We believe that providing our customers with a robust DFM environment
will become a more and more important factor in shortening the design
cycle and accelerating time-to-volume and time-to-market with each
technology generation.
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FINANCIAL
STRENGTH

TSMC's trinity of strengths of technology leadership, manufacturing excellence, and customer

partnership are built on o foundation of financial strength. In 2000, we generated positive free cash flow

1o both invest in the future with US$2.46 billion in capital spending, and at the same time return value

to shareholders with a NT$2.50 cash dividend per share.

Financial Status and Operating Results

1. Financial Status

Unit: NT§ thousands.

1.1 Analysis of Deviation over 20%

« The increase in current liabilities was mainly due to reclassification of bonds payable due within one year from noncurrent portion to cyicag

income tax payable.

Item 2006 2005 Difference %
Current Assets 193,676,010 197,562,416 13,886,406) -2%
Fixed Assets 228,235,359 214,145,633 14,089,726 %
QOther Assets 14,295,330 15,172,165 (876,835) -6%
Total Assets 573,584,904 507,539,815 66,045,089 13%
Current Liabilities 42,905,154 32,184,415 10,720,73¢ 4‘33%
Long-term Liabilities 22,698,468 29,725,051 (7,026,585} -24%
Total Liabilities 65,603,620 61,909,456 3,604,154 6%
Capital Stock 258,296,879 247,300,246 10,998,633 4%
Capitat Surplus 54,107,498 57,117,886 5%
Retained Eamings 197,124,532 142,771,034 38%
Total Sharehalders' Equity 507,981,284 445,630,349 14%

«Long-term liabilities decreased as a result of the afore-menticned reclassification to current liabilities.

« The increase in retained earnings was due to the operating results in 2006, partially offset by 2005 earnings distribution.

1.2 Major Impact on Financial Position

The above deviations over 20 percent had no major impact an TSMC's financial position.

1.3 Future Plan on Financial Position: Not applicable.
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2. Qperating Results

Unit: NT$ thousands

Item 2006 2005 Difference %
Gross Sales 319,210,148 270,315,064 48,895,084 18%
Sales Returns & Allowances (5,328,513) {5,726,700) 398,187 7%
Net Sales 313,881,635 264,588,364 4929321 |, 19%
Cost of Sales (164,163,235} (149,344,315} (14,818,920} 10%
Gross Profit 149,718,400 115,244,049 34,474,351 30%
Operating Expenses {23,418,541) (22,230,225) 1,188,314) 5%
Income from Operations 126,294,859 93,013,824 33,286,035 36%
Noa-pperating Income & Gains (Note) 11,596,727 7,381,360 4,215,367 57%
Non-operating Expenses & Losses (Note) (3,090,087) (6,575,761 3,485,674 -53%
Income before Income Tax 134,806,499 63,819,423 40,987,076 44%
Income Tax Expenses {7.550,582) {244,338) (7,306,194) 2,990%
Income befare Cumulative Effect of Changes in Accounting Principles 127,255,917 93,575,035 33,680,882 36%
Cumulative Etfect of Changes in Accaunting Principtes (246,186) (246,186)

Income after Income Tax 127,009,731 83,575,035 33,434,696 36%

Note: Certain accounts for year 2005 has been rectassified to conform to year 2006 classifications.

2.1 Analysis of Deviation over 20%

e Increase in gross profit: The improved gross profit was primarily due to higher capacity utilization and continuous cost reduction activities.

« Increase in non-operating income and gains: The increase was primarily due 1o investment income recognized in 2006, partially offset by foreign exchange

income recognized in 2005.

» Decrease in non-aperating expenses and losses: The decrease was mainly due to less loss on disposal of financial instruments and investment loss recognized

in 2005.

«Increase in income tax expenses: The increase was primarily due o higher taxable income and a lower tax credit rate in 2006.

2.2 Sales Volume Forecast and Related Information

Capacity Plan

Sales Breakdown by Technology

2005 -
2006

45%

49%

3%

100%

O zo0.a5um

W =013 pm

[] Annual Growth Rate W Capacity: 8-inch equivalent wafer

2007 wafer shipmant is expected to be approimately 8 million B-inch equivalent wafers.

For additional details, please refer to “Letter to Shareholders” on page 2.

2.3 Gross Profit Deviation Analysis

Unit NT$ millions

Gross Profit in 2006 Gross Profit in 2005 Difference

Price Difference

Cost Difference

Mix & Volume Difference

149,718 115,244 34,474

{28,264)

20,254

42,434

Unfavorable pricing attributions due to
significant market competition,

Favorable cost variance came from
continuous cost reduction activities and
lower depreciation as a result of fully-
depreciated assets.

1. Revanue from advanced technology
{<=10.13um) increased frarm 30% in
2005 to 33% in 2006. The product mix
improvement and higher utilization
resulted in higher gross profit.

2. Wafer shipment grew 28% in 2006.
This quantity difference resuited in
higher gross prafit.
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2.4 Consolidated Financial Analysis
* Net sales of NT$317.41 billion in 2006 increased by 19.1 percent from 2005. it was mainly attributable to an increase in wafer shipment.

* Gross margin increased to 49.1 percent of net sales in 2006 from 44.3 percent of net sales in 2005. The higher margin was primarily driven by higher
capacity utilization and continued cost reduction.

= Net income of NT$127.01 billion in 2006 increased by 35.7 percent from 2005. It was mainly due to an in¢rease in wafer shipment and higher gross

margin, partially offset by an increase in income tax expense.

« Difuted earnings per share of NT$4.92 in 2006 increased by 35.5 percent from 2005, primarily as the result of an increase in net income.

3. Cash Flow

Unit: NT$ thousands

Cash Balance 12/31/2005

Net Cash Provided by Operating
Activities in 2006

Net Cash Qutflows from Investing &
Financing Activities in 2006

Cash Balance 12/31/2006

Remedy for Cash Shortfall

Investment Plan Financing Plan

85,383,583

196,080,297

(181,322171)

100,139,709

3.1 Analysis of Cash Flow
+NT$196 billion net cash provided by operating activities: Mainly from profitable operating results.

+NT$117.3 billion net cash used in investing activities: Primarily for capital expenditures and investments in financial assets .

* NT$64 billion net cash used in financial activities: Mostly for the payout of cash dividends and employees' profit sharing.

3.2 Remedial Actions for Cash Shortfall: as a resutt of positive cash flows and ample cash on-hand, remedial actions are not required.

3.3 Cash Flow Projection for Next Year: Not applicable.

4. Major Capital Expenditure

4.1 Major Capital Expenditure and Sources of Funding

Unit: NT$ thousands

. Total Amount Status of Actual or Projected Use of Capital
Plan Actual or Planned Source of Capital
as of 12/31/2006 2004 2005 2006 2007 (Note)
Preduction Facilities and Equipment | Cash flow generated from cperatians 212,216,265 71,078,377 63,862,618 72,275,270 - (Note}
R&D Equipment Cash flow generated from aperations 5,501,919 2,000,055 3,840,251 3,661,613 - (Note)

Note: 2007 capital expenditures will be in the range of US$2.6 billion to 1532.8 billion for TSMC and its subsidiaries, induding peoduction faciities and equipment, R&D equipment and other assets.

4.2 Expected Future Benefits

With the above-mentioned capital expenditures, it is estimated that TSMC’'s annual production capacity will increase by approximately 700 thousand eight-
inch equivalent wafers in 2007. In addition, 2008 and 2009 production capacity will also increase.

5. Investments Exceeding 5% of Company's Paid-in Capital in 2006

Unit: NT$ millions

Item

Amount (Note) | Policy

Reasons for Profit/Loss

Improvement Plan

Other Future Investment Projects

TSMC Glabal Ltd.

42,327 | To reduce foreign

exchange hedging costs

Fixed income securities

investment income

Nat applicable

No

Nate: The annual investment amount exceeding 5% of company's paid-in <apital.
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Capital and Shares

1. Capitalization

Unit: Share/NT$

Month/ Year Price Par Value Auihorized Paid-in

Shares Amount Shares Amaunt
0Z/1987 1,000 1,000 5,510,000 5,510,000,00¢ +.371,500 1,377,500,000
1241988 1,000 1,000 5,510,000 5,510,000,000 2,204,000 2,204,000,000
1141989 1,000 1,000 5,510,000 5,510,000,200 3,306,000 3,306,000,000
07/1990 1,000 5,510,000 5,510,000,000 1,360,797 3,360,797,000
12/1990 1,000 1,000 5,510,000 5,510,000,000 3,811,797 3,911,797,000
07/1991 10 551,000,000 5,510,000,000 391,175,700 3,911,797,000
12/199) 10 10 551,000,000 5,51(,000,000 473,829,700 4,738,297,000
121992 10 10 551,000,000 5,510,000,000 551,000,000 5,510,000,000
08/1593 10 780,000,000 7,800,000,000 608,304,000 6,083,040,000
07/1594 10 780,000,000 7,800,000,000 780,000,000 7,800,000,000
06/1995 10 3,000,000,000 30,000,000,000 1,439,000,000 14,390,000,000
05/1996 10 3,000,000,000 30,000,000,000 2,654,200,000 26,542,000,000
07ny97 10 8,500,000,000 85,000,000,000 4,081,300,000 40,813,800,000
071998 10 8.500,000,000 85,000,000,000 6,047,175,967 60,474,758,670
07/199% 10 9,100,000,000 91,000,000,000 7,548,483,035 75,484,830,350
111999 0 9,108,000,000 91,000,000,000 7,670,881,117 76,708,817,170
06/2000 - W0 17,800,000,000 178,000,000,000 9,990,849,423 99,908,494,230)
062000 220 30 17,800,000,000 178,000,000,000 10,105,849,423 101,058,494, 230
082000 10 17,800,000,000 178,000,000,000 11,689,364,587 116,853,645 870
12/2000 0 10 17,800,000,000 178,000,000,000 12,989,364,587 129,893,645,870
07/2001 10 24,600,000,000 246,000,000,000 18,132,953,051 181,325,530,510
07/2002 10 24,600,000,000 246,000,000,000 16,922.886,745 199,228,867 450
06/2003 10 10 24,600,000,000 246,000,000,00 18,622,886,745 186,228,867,450
0772003 1 24,600,000,000 246,000,000,000 20,266,618,984 202,666,189,840
0712004 0 24,600,000,000 246,000,000,000 23,376,597,005 233,765,970,050
09/2004 10 24,600,004,000 246,000,600,000 23,251,877,005 232,518,770,050
0372005 10 24,600,000,000 246,000,000,000 23,252,048,432 232,520,484,320
06/2005 10 24,600,000,000 246,000,000,000 23,252,863,457 232,528,634,570
07/2005 10 27,050,000,000 270,500,000,000 24,724,087,405 247,240,874,050
09/2005 10 27,050,000,000 270,500,000,000 24,726,128,803 247,261,288,030
12/2005 10 27,050,000,000 170,500,000,000 24,727,347,637 247,273,476,370
03/2006 10 27,050,000,000 270,500,000,000 24,730,024, 647 247,300,246,470
0772006 10 27,050,000,000 270,500,000,000 24,733,052,975 247,330,529,750
0712006 10 27,050,000,000 270,500,000,000 25,818,166,583 258,181,665,830
0972006 10 27,050,000,000 270,500,000,000 25,823,356,944 258,233,569.410
1272006 10 27,050,000,000 270,500,006,000 25,825,839,775 258,258,397 750
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As of 0272872007

Remark

Sources of Capital

Capital Increase by Assets Other than Cash

Date of Approval & Approval Document Na.

Founding None

Cash Offering None

Cash Offering Hone

Capitalization of Profits None

Cash Offering None

Par Value Change from NT$1000 to NT$10

Cash Offering None

Cash Offering: NT$582,171,120 None 10/30/1992 (81) Tai Tsai Cheng (1) No. 02818

Capitalization of Profits: NT$189,531,880

Capitalization of Profits None 07/05/1993 (82) Tai Tsai Cheng (1) No. 01624

Capitalization of Profits None 06/15/1994 {83} Tai Tsai Cheng (1) No. 26945

Capitalization of Profits None 09/19/1995 (84) Tai Tsai Cheng (1} No. 29799

Capitalization of Profits None 04/16/1996 (85) Tai Tsai Cheng (1) No. 24544

Capitalization of Profits None 05/26/1997 (86) Tai Tsai Cheng (1) No. 40772

Capitalization of Profits None 05/26/1598 (B7) Tai Tsai Cheng (1} No. 46156

Capitalization of Profits None 05/26/1999 (88) Tai Tsai Cheng (1) No. 48906

Conversion of ECB None

Capitalization of Profits: NT$21,320,311,040 and None 04727/2000 (89} Tal Tsai Cheng (1) No. 34058

Capital Surplus: NT$1,878,366,020

Cash Offering (ADR} None 05/0%/2000 {89} Tai Tsai Cheng (1) No. 34440

Merger with WSMC & TSMC-ACER None 06/07/2000 (89) Tai Tsai Cheng (1) No. 47200

Cash Offering (Preferred $tock) None 09/22/2000 (89) Tai Tsai Cheng (1) No. 80344

Capitalization of Prafits None 06/05/2001 (S0) Tai Tsai Cheng (1) Na. 135268

Capitalizatian cf Prafits None 05/2872002 (31) Tai Tsai Cheng (1} No. 128948

Redemption of Preferred Stock None

Capitalization of Profits None 06/18/2003 Tai Tsai Cheng 1 Tzu No. 0920127023

Capitalization of Profits None 05/25/2004 Tai Tsai Cheng 1 Tzu No. (930123135

Capital Reduction: Cancellation of Treasury Shares None

Exercise of Employee Stock Options None 06/25/2002 Tai Tsai Cheng 1 Tzu Ne. 0910134577

Exercise of Employee Stack Options None 06/25/2002 Tai Tsai Cheng 1 Tzu No. 0910134577

Capitelization of Profits Norie 05/23/2005 Jin Guan Cheng 1 Tzu No. 0940120519

Exercise of Employee Stock Options None 06/25/2002 Tai Tsai Cheng 1 T2u No. 0916134577

Exercise of Employee Stock Optiens None 06/25/2002 Tai Tsat Cheng 1 Tzu No. 0910134577

Exercise of Employee Stock Optians Nore 06/25/2002 Tai Tsal Cheng 1 Tzu No, 0910134577
10/29/2003 Tz Tsai Cheng 1 Tzu No. 0920150554

Exercise of Empfoyee Stock Options None 06/25/2002 Tai Tsai Cheng 1 Tzu No. 0910134577
10/29/2003 Tai Tsai Cheng 1 Tzu No. 0920150554

Capitalization of Profits; NT$7,141,632,380 and Nose 05/30/2006 Jin Guan Cheng 1 Tzu Ne. 0950122027

Capital Surplus: NT$3,709,503,700

Exercise of Employee Stock Options Nane 06/25/2002 Tai Tsai Cheng 1 Tzu Na. 0910134577
10/29/2003 Tai Tsai Cheng 1 Tzu No. 0920150554

Exercise of Employee Stock Optiens None 06/25/2002 Tai 7sai Cheng 1 Tzu No. 0910134577

10/29/2003 Tai Fsai Cheng 1 Tzu Ne. 0420150554
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2. Capital and Shares

2.1 Capital and Shares

Unit; Share As of 02/282007
Authorized Capital
Type of Stock issued Shares . Total
Listed Non-Listed Total Unissued Shares

Common Stock 25,832,119,.918 ] 25,832,119918 1,217,880,082 27,050,000,000

2.2 Shelf Registration: None.

3. Composition of Shareholders

3.1 Status of Shareholders

Common Share B of 06/2672005 (last record date}
Type of Shareholders Government Agencies Financial Institutions Other Juridical Persons F‘:ig::;::xg:i NaturalIJOP::::z Total
Number of Shareholders 8 81 874 1,932 460,241 463,136
Sharehoiding 1,864,707,449 380,760,499 813,403,232 18,506,913,182 4,257,297,975 25,823,082,337
Holding Parcentage (%) 1.22% 1.47% 3.15% T167% 16.45% £30.00%

3.2 Distribution Profile of Shareholder Ownership

Common Share As of D&/Z6/2006 (last record date)
Sharehelder Ownership (Unis: Share} Number of Shareholders Qwnership Qwnership (%)
1 ~9%9 143,244 46,875,977 0.18%
1,000 ~ 5,000 196,493 460,870,677 1.78%
5,001 ~ 10,000 55,056 376,503,342 1.46%
0,001 ~ 15,000 24,343 292,492,645 1.13%
5,001 ~ 20,000 10,014 172,838,649 0.67%
20,081 ~ 30,000 12,543 300,401,223 1.16%
30,001 ~ 40,000 5333 182,858,884 0.71%
40,001 ~ 50,000 3,340 148,437 421 0.58%
53,001 ~ 100,000 6117 418,963,013 162%
100,001 ~ 200,000 2,983 404,709,152 1.57%
200,001 - 400,000 1,530 424,323,205 1.64%
400,001 ~ 600,000 519 251,806,500 0.98%
600,001 ~ 800,000 255 175,368,009 0.68%
800,001 ~ 1,000,000 1838 167,627,719 0.65%
Over 1,000,001 1,181 21,999,005,864 85.19%
Tota! 463,136 25,823,082,337 100.00%

Preferred Shares: Not applicable.
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4. Major Shareholders

4.1 Major Shareholders

mmon Share
Co o As of 06/26/2006 (last record date)

Rank ! Shareholders Total Shares Owned Ownership (%)
i | ADR-Taiwan Semicanductor Manufaciuring Company, Ltd. 4,448,702,206 17.23%
2 | Xoninkfijke Philips Efectronics M.V, 4,187,989,024 16.22%
3 | National Development Fund, Executive Yuan 1,629,084,227 631%
4 1 The Growth Fund of America, Inc. 581,716,927 2.25%
5 | JP Mogan Chase Bank NA. Taipei Branch in Custody for Europacific Growth Fund 457,126,622 1.77%
6 | P Morgan Chase Bank N.A. Taipei Branch in Custody for the New Perspective Fund, Inc. 323,587,686 1.25%
7 | Government of Singapore Investment Corp. PFE. Ltd. 294,462 412 1.14%
8 | Bureau of Labor Insurance 235,615,859 0.91%
9 | JP Morgan Chase Bank N.A. Taipes Branch in Custody for ABU DHABI Investment 180,488,171 0.70%

10 | GMO Emerging Markets Fund 178,542,448 0.69%

4.2 Information on Our 10 Largest Shareholders Who are Related Parties to Each Other: None of TSMC's 10 largest
shareholders are related parttes to each other.

5. Share Information

TSMC's earnings per share grew 35.5 percent in 2006 to NT$4.92 per share. The following table details TSMC's net worth, earnings, dividends and market
price per common share in 2006, as well as other data regarding return on investment.

Net Worth, Earnings, Dividends, and Market Price Per Common Share

Item 2005 2006 01/01/2007 ~ Q2/28/2007
Market Price Per Share
Highest Market Price 59.34 {Note 2) 64.80 (Note 2) AR
Lowest Market Price 37.68 {Note 2} 52.30 {Note 2) 64.00
Average Market Price 47.54 {Note 2) 59.14 {Note 2) 68.32
Net Warth Per Share
Before Distribution 18.02 19.67
Aiter Distribution 1537 {Note 1)
Earnings Per Share
Weighted Average Shares (thousand shares) 24,693,112 25,813,183
Diluted Earnings Per Share 379 492
Adjusted Diluted Earings Per Share (Note 2) 3563 {Note 1)
Dividends Per Share
Cash Dividends 2.50 3.00
Stock Dividends
Dividends from Retained Earrings 0.15 0.02
Dividends from Capital Surplus 015 0.03

Accumulated Undisiributed Dividend

Return on Investment

Price/Earnings Ratio (Note 3} 13.10 {Note 1)
Price/Dividend Ratio {Note 4) 19.02 (Note 1)
Cash Dividend Yield (Note 5) 5% (Noie 1)

Note 1: Pending sharehalders' approval

Note 2: Retroactively adjusted for stock dividends and stock benuses to emplayees

Note 3. Price / Earnings Ratio = Average Market Price / Adjusted Diluted Earnings Per Share
Note 4: Price / Dividend Ratio = Average Market Price / Cash Dnadends Per Share

Note 5: Cash Dividend Yield = Cash Dividends Per Share / Average Market Price
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6. Dividend Policy

TSMC's Profits may be distributed by way of cash dividend andfor stock
dividend. The preferred method of distributing profits is by way of cash
dividend. Under TSMC's articles of incorporation, stock dividend shall not
exceed 50 percent of the total dividend distribution in any given fiscal year.
Except under certain conditions specified in its Articies of Incorporation, TSMC
does not pay dividends when there is no profit for a particular fiscal year.

7. Distribution of Profit

The Board adopted a proposal for 2006 profit distribution at its meeting on
February 6, 2007. The proposed profit distribution will be effected upon the
approval of shareholders at the Annual Shareholder Meeting in May 7, 2007.

Proposal to Distribute 2006 Profits

2005 Profit Distribution Set Aside as Directors and Supervisors
Compensation, and Employee Profit Sharing

Board
Resctution Actual Result
(02/14/2006}
Underlying
Amount (NT$) Amaunt (NT$) Number of Dilution (%)
Shares
Directors & 257,409,650 257,409,650
Supenisors
Compensation
{Cash)
Employee Profit 3,432,128,678 3,432,128,678
Sharing in Cash
Employee Profit 3,432,128,680 3,432,128,680 343,212,868 133%
Sharing in Stock
Total 7.121,667,008 7,121,667,008

2005 and 2006 Diluted EPS under Different Accounting Treatments for
*Director and Supervisors' Compensation" and "Employee Profit Sharing"

Unit: NT$

Accounting Treatments 2005 Diluted EPS 2006 Diluted EPS

Treatment as Profit Distribution 379 492

Unit: NT$

Barus to Directors & Supenvisors 285,799,875
Cash Dividends to Common Shareholders (NT$3.0 Per Share) 77.489,063,538
Stock Dividends to Cemman Shareholders {NT$0.02 Per Share

at Par Value, i.e., 2 Shares for Each 1,000 Shares Owned) 516,593,760
{Note 1, 3)

Employees’ Profit Sharing in Cash 4,572,791,994
Employees' Profit Sharing in Steck (Note 2) 4,572,798,010

Treatment as Expenses {Employee Profit 350 4.56
Sharing in Stock Expensed at Par Value)

Note 1: £quivalent to underlying number of shares: 51,659,376

Note 2: Equivalent to underlying number of shares: 457,279,801

Note 3: In additon, itis proposed 10 capitalize 2 portion of capital surptus in the amount of NT$774,890,640.
Each common share holder will be entitled to receive 3 shares from such capitalization of capital
surplus, and together with the 2 shares of stock dividend as mentioned above, 5 shares in total for
each 1,000 shares owned.

According to the Company's Artic'es of Incorporation, TSMC shall allocate
no more than 0.3 percent of income available for distribution (income after
a regulatarily required deduction for prior years’ losses and contributions to
legal and special reserves) as a bonus to directors and supervisors, and not
less than one percent as a profit-sharing bonus to employees.
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8. Impact to 2007 Business Performance, EPS, and ROE
Resulting from Stock Dividend Distribution:
Not applicable.

9. Buyback of Treasury Stock: None.




10. Issuance of Corporate Bonds

10.1 Corporate Bonds

As of 022872007

Issuance

Domestic Unsecured Bond {IV)

Domestic Unsecured Bond (V)

Issuing Date 12/04/2000 - 1211572000 0171072002 - 017242002

Denomination NT$ 1,000,000 NT$1,000,000
NT$10,000,000 NT$5,000,000

Offering Price Par Par

Tatal Amount NT$35,000,000,000 NT%$15,000,000,000

Coupon Rate Tranche A: 5.25% p.a. Tranche A: 2.60% p.a,
Tranche B: 5.36% p.a. Tranche B: 2.75% p.a.
Tranche C: 3.00% p.a.
Tenure ranche A: 5 years Tranche A: 5 years
Maturity: 12/04/2005 -12/15/2005 Maturity: 01/10/2007 - 01/22/2007
Tranche B: 7 years Tranche B: 7 years
Malurity: 12/04/2007-12/14/2007 Maturity: 01/10/2009 - 01/24/2009
Tranche C; 10 years
Maturity: 01/10/2012 - 012472012
Guarantor None None
Trustee The International TC Bank
Commercial Bank of China
Underwriter Not Appficable Not Applicable
Legal Counsel Eluvzy International Law Office Yan-an Internaticnal Law Office
Auditar TN Soong & Co TN Soong & Co
Repayment Bullet Bullet
Quistanding NT$4,50:,000,000 NT$12,500,000,000
Redemptian or Early Repayment Clause None None
Covenants Customary Covenanis Customary Covenants
Credit Rating twAAA (Taiwan Ratings Corperation, 06/07/2004) twAAA (Taiwan Ratings Corporation, 06/07/2004)

Other Rights of Bondholders Conversion Right

None

Nong

Amount of Converted or
Exchanged Comman Shares,
ADRs or Other Securities as of
02/28/2007

Not Applicable

Not Applicable

Dilution Effect and Other Adverse Effects on Existing Shareholders

Nane

Mone

Custodian

Nane

None

10.2 Convertible Bond: Not applicable.
10.3 Exchangeable Bond: Not applicable.
10.4 Shelf Registration: Not applicable.
10.5 Bond with Warrants: Not applicable.
11. Preferred Shares

11.1 Preferred Share: Not applicable.

11.2 Preferred Share with Warrants: Not applicable.
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12. Issuance of American Depositary Shares

Common Share
Holders

Comman Share
Holders

Common Share
Holders

Common Share
Holders

Common Share
Holders

Common Share
Helders

Issuing Date 10/08/1997 117201998 01/12/1899 - 07/15/1999 08/23/1999 - 02/22/2000 - 04/1772000
01/14/1999 09/09/1999 03/08/2000
Issuance & Listing NYSE NYSE NYSE NYSE NYSE NYSE NYSE
Total Amount {US$) 594,720,000 184,554,440 35,500,000 296,499,641 158,897,089 379,134,599 224,640,000
Offering Price Per ADS (US$) 24.78 15.26 17.75 24.516 28.964 57.79 56.16
Units Issued 24,000,00 12,094,000 2,600,000 12,094,500 5,486,000 6,560,000 4,000,000
Underlying Securities TSMC Common TSMC Commaon TSMC Common TSMC Comman TSMC Common TSMC Common TSMC Common
Shares from Sefling | Shares from Seling |  Shares from Selling |  Shares from Selling |  Shares from Selling |  Shares from Selling | Shares from Selling
Shareholders Shareholders Shareholders Shareholders Shareholders Shareholders Shareholders
{Pursuant to ADR {Pursuant to ADR
Conversion Sale Conversion Sale
Program) Program)
Commion Shares Represented 120,000,000 60,470,000 10,000,000 60,470,000 27,430,000 32,800,000 20,000,000
Rights & Obligations of ADS Holders Same as those of Same as those of Same as those of Same as those of Same as these of Same as thase of Same as those of

Common Share
Holders

Trustee Not Applicable Not Applicable Not Applicable Not Applicable Not Applicable Not Applicable Not Applicable
Depositary Bank Citibank, N.A. - Citibank, N.A. - Citibank, N.A, - Citibank, N.A. — Citibank, N.A. - Citibank, N.A. - Citibank, N.A -
New York New York New York New York New York New York New York
Custodian Bank Citibank, N.A. - Citibank, N.A. - Citibank, N.A, - Citibank, N.A. - Gitibank, N.A. - Citibank, N.A. - Citibank, N.A. -
Taipei Branch Taipei Branch Taipei Branch Taipei Branch Taipei Branch Taipei Branch Taipei Branch
ADSs Outstanding (Note1) 24,000,000 46,222,650 48,222 650 71,407,859 76,893,859 83,453,859 87,453,859
Apportionment of Expenses for the {Note 2)
Issuance & Maintenance
Terms & Conditions in the Deposit See Deposit See Deposit See Deposit See Depasit See Deposit See Deposit See Deposit
Agreement & Custody Agreement Agreement Agreement Agreement Agreement Agreement Agreement Agreement
and Custody and Custody and Custody and Custody and Custody and Custody and Custody
Agreement Agreement Agreement Agreernent Agreement Agreement Agreement
for Details for Oetails for Details for Details for Details for Detafls for Details
Closing Price Per ADS (US$) 2006 Kigh 11.18
Low 795
Average 9.48
01/01/2007 - High 1155
02/28/2007 Low 1062
Average 11.06

Note 1: TSMC has in aggregate issued 573,544,500 ADSs since 1997, which, if taking into consid
of ouistanding ADSs was 889,740,432 after 1,513,654 ADSs were redeemed. Stock dividend distributed in 1998, 1999, 2000, 2001, 2002, 2003, 2004, 2005 and 2006 was 45%, 23%, 28%, 40%, 10%, 8%, 14.08658%,

4.99971% and 2.99903% respectively.

ion of stock dividend distributed aver the period, would amount to B91,254,093 ADSs. As of February 28, 2007, total number

Note 2: All fees and expenses such as underwriting fees, legal fees, listing fees and other expenses related to issuance of ADSs were borne by the sefling sharehalders, while maintenance expenses such as annual listing fees and

accountant fees were borne by TSMC.
Note 3: All fees and expenses such as underwriting fees, legal fees, listing fees and other expenses related 10 issuance of ADSs were barne by TSMC and the selling shareholders, while maintenance expenses such as annual stng

fees and accountant fees were borne by TSMC.
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06/07/2000 - 05/14/2001 - 06/12/2001 11/27/2001 02/07/2002 - 117212002 - 07/14/2003 - 11/44/2003 08/10/2005 -
06/15/2000 06/11/2001 02/08/2002 12/19/2002 07/21/2003 09/08/2005
NYSE NYSE NYSE NYSE NYSE NYSE NYSE NYSE NYSE
1,167,873,850 240,999,660 287,649,640 320,600,000 1,001,650 000 160,097,914 908,514,880 1,077,000,000 1,402,036,500
3575 2063 20.63 16.03 16.75 873 10.40 10.77 86
32,667,800 11,682,000 14,428,000 20,000,000 59,800,000 18,348,000 87,357,200 100,00C,000 163,027,500
Cash Offering and TSMC Cemmon TSMC Common TSMC Common TSMC Commen TSMC Commen TSMC Cemmen TSMC Common TSMC Commen
TSMC Cammon Shares from Selling | Shares from Selling [ Shares from Selling |  Shares from Selling | Shares from Selling | Shares from Selling | Shares from Seffing | Shares from Selling
Shares fram Selling | Shareholders Shareholders Shareholders Shareholders Sharehalders Shareholders Shareholders Shareholders
Shareholders {Pursuant 10 ADR {Pursuant to ADR

Conversion Sale Conversion Sale

Program) Program)
163,339,000 58,410,000 72,140,000 100,000,000 299,000,000 91,740,000 435,786,000 500,000,000 815,137,500
Same as those of Same as those of Same as those of Same as those of Same as those of Same as those of Same as those of Same as those of Same as those of
Common Share Commen Share Comman Share Comman Share {ommon Share Common Share Common Share Comman Share Common Share
Holders Holders Holders Holders Holders Holders Halders Holders Holders

Not Applicable Not Applicable Not Applicable Not Applicabte Not Applicable Not Applicable Nat Applicable Not Applicable Not Applicable

Citibank, N.A. - Citibank, N.A. - Citibank, N A. - Citibank, N A, - Citbank, N.A. - Citibank, NA. - Citibank, N.A, - Giibank, N A, - Citbank, N.A. -

New Yark New Yark New York New York New York New York New York New York New York

Citibank, N.A. - Gitibank, N.A. - Citibank, N.A - Citibank, N.A. - Citibank, N.A. - Citibank, N.&, - Citibank, N.A. - Citibank, N.A. - Citibank, N.A -

Taipei Branch Taipei Branch Taipei Branch Taipei Branch Taipei Branch Taipei Branch Taipei Branch Taipei Branch Taipei Branch

144,608,739 156,290,739 170,718,739 259,006,235 318,806,235 369019413 485,898,166 585,898,166 864,210,597
(Note 3) {Note 2)

See Deposit See Deposit See Deposit See Deposit See Deposit See Deposit See Deposit See Deposit See Deposit

Agreement Agreement Agreement Agreement Agreement Agreement Agreement Agreement Agreement

ard Custody and Custody and Custody and Custody and Custody and Custody and Custady and Custody and Custody

Agreement Agreemem Agreement Agreement Agreement Agreement Agreement Agreement Agreement

for Details for Details for Details for Details for Details for Details for Details for Details for Details
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13. Status of Employee Stock Option Plan (ESOP)

13.1 Issuance of Employee Stock Options

ESOP Granted First Grant Second Grant Third Grant
Approval Date by the Securities & Futures Bureau 06/25/2002 06/25/2002 06252002
Issue (Grant) Date 08/22/2002 11/08/2002 03/0772003
Number of Options Granted 18,909,700 1,085,000 5,489,514
Percentage of Shares Exercisable to Qutstanding Commen Shares 0.10154% 0.00583% 0.03485%
Option Duration 10 years 10 years 10 years

Source of Option Shares

New Common Share

New Comman Share

New Common Share

Vesting Schedule

20d Year: up to 50%
3rd Year: up 10 75%
4th Year; up 10 100%

2nd Year: up to 50%
3rd Year: up to 75%
dth Year: up to 100%

2nd Yaar; up to 50%
3rd Year: up to 75%
4th Year: up to 100%

Equity is Limited

Equity is Limited

Shares Exercised 10,522,294 604,883 732,553

Value of Shares Exercised {NT$} 397,345,003 21,996,107 22,923,929

Shares Unexercised 9,739,668 789706 6,562,343

QOriginal Grant Price Per Share (NT$) NT$53.0 NT$51.0 NT$41.6

Adjusted Exercise Price Per Share {NT$) NT$35.0 N7$33.8 NT$27.6

Percentage of Shares Unexercised to Qutstanding Common Shares 0.03771% 0.00306% 0.02541%

Impact to Shareholders' Equity Dilution to Shareholders' Dilution to Shareholders' Dilutign to Shareholders'

Equity is Limited

13.2 ESOP Granted to Management Team and to Top 10 Employees with an Individual Grant Value over

NT$30,000,000
) Number of Options Granted % of Shares Exercisable to
Title Name )
{Note 2) Outstanding Commen Shares
Chairman Marris Chang (Note 1)
President & Chief Executive Officer Rick Tsai {Nate 1)
Senior Vice President Kenneth Kin {Note 1}
Senior Vice President Stephen T. Tso (Note 1}
3,732,224 0.01245%
Seniar Vice President C.C. Wei{Note 1)
Senior Vice President Mark Liu (Note 1}
Vice President & General Counsal Richard Thurston (Note 1)
Vice President Jack Sun {Note 1)

Note 1. TSMC granted options to certain of its officers (as listed above) as a resuft of their voluntary selection to exchange part of their prafit sharing for stock options in 2003. This includes a voluntary exchange by Chairman

Morris Chang in his capacity as Chief Executive Officer.

Naote 2: Number of Options Granted includes the additional shares due 10 siock dividend distributed in 2004, 2005 and 2006

14. Status of New Share Issuance in Connection with Mergers and Acquisitions

TSMC did not issue new shares in connection with mergers or acquisitions in 2006.

15. Financing Plans and Implementation

TSMC raised NT$15 billion through a corporate bond issue in January 2002. Plans for use of the proceeds of this corporate bond were completed in the third

quarter of 2006 and achieved the expected benefits.
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As of 12/3172006

Fourth Grant Fifth Grant Sixth Grant Seventh Grant tighth Grant Ninth Grant
062572002 10/29/2003 10/29/2003 10/29/2003 10£29/2003 01/06/2005
06/06/2003 12/03/2003 02/1972004 05/1172004 08/11/2004 051772005
23,090,550 842,500 15,720 11,167,817 135,300 10,742,350
0.12399% 0.00436% 0.00008% 0.05510% 0.00058% 0.04620%
10 years 10 years 10 years 1Q years 10 years 10 years

New Common Share

New Commen Share

New Common Share

New Comman Share

New Common Share

New Cormon Share

2nd Year: up to 50%
3rd Year: up to 75%
4th Year: up ta 100%

2nd Year: up to 50%
3rd Year: up to 75%
4th Year: up to 100%

2nd Year: up to 50%
3rd Year: up 10 75%
4th Year: up 10 100%

2nd Year: up to 50%
3rd Year: up to 75%
4th Year: up 1o 100%

2nd Year: up to 50%
3rd Year: up to 75%
4th Year. up to 100%

2nd Year: up 1o 50%
3rd Year: up 10 75%
4th Year: up to 100%

6,891,895 161,281 0 251631 24,008 0
282,084,192 8,556,257 o 115,097,837 1747121 ¢
17,404,431 493,528 15,012 8017230 87,480 0,699,414
NT$58.5 NT$66.5 NT$63.5 NT$57.5 NT$43.8 NT$54.3
NT$38.8 NT§52.3 NT$49.9 NT$45.1 NT$39.7 NT$49.2
0.06738% 0.00193% 0.00006% 0.03104% 0.00034% 0.03755%
Dilution to Shareholders' Dilution to Shareholders Dilution to Shareholders' Diluticn to Shareholders' Dilution 1o Shareholders’ Dilution to Shareholders'
Equity is Limited Equity is Limited Equity is Limited Equity is Limited Equity is Limited Equity is Limited
As of 12/31/2006
Exercised Unexercised
) % of Shares
Shares Exercised Exercise Price Per Value ot Shares %o S?:rg:i::;ct;s: Shares Unexercised Adjusted Grant Price Value of Shares Unexercised to
Share Exercised (NT$) Commaon Shares Per Share Unexercised {NT$) Qutstanding
Commen Shares
116,662 299 3,488,194 0.00045% 3,615,562 274 99,789,511 0.01400%
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Risk Management

1. Environmental, Safety and Health (ESH) Risk,
Emergencies, and Natural Disasters

TSMC is committed to maintaining a comprehensive risk management
system dedicated to the conservation of natural resources, safety of people,
and protection of property. In order to effectively handle emergencies and
natural disasters at each facility, management has developed comprehensive
ptans and procedures that focus on loss prevention, emergency response,
crisis management, and business recovery. TSMC has adopted international
standards for ESH management. All TSMC fabs {Fab 2, 3, 5, 6, 8, 12, and
14) have been ISO 14001 certified {Environmental Management System}
and OHSAS 18001 certified (Occupational Health and Safety Management
System}.

2. Management of Financial Operations

2.1 Internal Policies and Procedures Regarding
High-risk/High-leveraged Investment; Lending,
Endorsements, and Guarantees for Other Parties;
and Financial Derivative Transactions

TSMC did not make high-risk or high-leveraged financial investments

during 2006 and up to the date of this report. To control various types

of financial transactions, the company has established internal policies

and procedures hased on sound financial and business practices, all in

compliance with he relevant rules and regulations issued by the Taiwan

Securities and Futures Bureau, TSMC policies and procedures include

“Policies and Procedures for Financial Derivative Transactions”, "Procedures for

Lending Funds to Other Parties”, "Procedures for Acquisition or Disposal

of Assets”, and "Procedures for Endorsement and Guarantee™. The financial

transactions of a "derivative” nature that TSMC enters into are strictly for
hedging purposes and not for any trading or speculative purpose.

2.2 Covenants

As of December 31, 2006, TSMC provided na guarantees for subsidiary’s
financing.

3. Internal Management of Economic Risk

3.1 Interest Rate Fluctuation

TSMC's exposure 1o interest rate risks derives primarily from long-term debt
obligations that are incurred in the normal course of business. In order to
limit its exposure to interest rate risks, TSMC finances its funding needs
through issuance of long-term, fixed-rate debt. On the asset side, the
primary objective of our investments in fixed income securities is to preserve
principal in highly tiquid markets. In order to maintain our liquidity profite,
the majority of fixed income securities are at the short end of the yield curve.

3.2 Foreign Exchange Volatility

Over half of our capital expenditures and manufacturing costs are
denominated in currencies other than NT dollars, primarily U.S. dollars,
Japanese yen, and Euros. A larger portion of our sales is denominated in
11.S. doflars and currencies other than NT dollars. Therefore, any significant
fluctuation to our disadvantage in such exchange rates may have an adverse
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effect on our {inancial condition. TSMC hedged its foreign exchange
exposure resulting from its assets and liabilities mainly through currency
forward contracts.

3.3 Inflation

Inflation in Taiwan was approximately 0.6 percent in 2006. It did not have a
significant impact on our operations and profits.

4, Political and Regulatory Envircnment

TSMC's management team closely monitors political and regulatory
developments that could have a material impact on TSMC's business and
operations, and sets related risk management procedures. Pelitical and
regulatory developments did not have a material impact on TSMC during
2006.

Since TSMC is also a NYSE-listed company, TSMC is required to comply with
the provisions of the relevant U.S. regulations applicable to non-U.5. companies
{including the Sarbanes-Oxley Act). TSMC has taken measures to monitor

its compliance with applicable regulatory developments, and will continue to
update itself on regulatory developments and implement changes in policies
and procedures as necessary with a view to maintain compliance.

5. Contingent Plans for Events That May Have a
Significant Adverse Impact on the Company’s
Business and Image

TSMC pays special attention to emergency preparedness for disasters

such as typhoons, earthquakes, environmental contamination, farge-scale
product returns, disruption of IT systems, strikes, and disruptions to the
supply of raw materials or water, electricity, gases, and public utilities.

We have established contingency plans, which include the establishment

of emergency task forces when necessary, the preparation of a thorough
analysis of the emergency, its impact, alternatives, and solution for each
possible scenario, and appropriate precautionary and/or recovery measures.
Each task force is given the responsibility to ensure TSMC's ability 1o conduct
business while minimizing personal injuries, business disruption, and
financial impact under the circumstances. For the year 2006 and up to the
date of this Annual Report, there are no reportable material events that have
necessitated the activation of such contingency plans.

6. Litigation Proceedings

To protect its intellectual property rights, trade secrets and other intellectual
assets, TSMC may initiate, as appropriate, litigation against former
employees or third parties. As is the case for most companies in the high-
technology industry, TSMC receives from time to time natices from third
parties alleging that TSMC's technologies, designs, and manufacturing
processes may infringe patents or other intellectual property rights. TSMC
takes these matters seriously, investigates all such claims, and takes
appropriate action as the circumstances require.




In August, TSMC, TSMC North America, and WaferTech filed a complaint
with the Superior Court of the State of California in the County of Alameda
against Semiconductor Manufacturing International Corporation (SMIC),
SMIC (Shanghai), SMIC (Beijing) and SMIC Americas, alleging breach of

a settlement agreement reached in 2005 and misappropriation of trade
secrets. The suit seeks injunctive relief along with monetary damages. In
September 2006, SMIC filed a cross-complaint against us in the same court
alleging breach of settlement agreement, implied covenant of good faith
and fair dealing. SMIC also filed a civil action against us in November 2006
with the Beijing People’s High Court alleging defamation and breach of
good faith. The matters are pending in both courts. The specific outcome
of the litigation matters cannot be determined at this time. Management
intends to vigerously protect its intellectual property rights to maintain
shareholder value.

Other than the matter(s) provided above, TSMC was not involved in any
other material litigation in 2006.

7. Potential Benefits and Risks Associated with
Mergers and Acquisitions

In 2006, and as of the date of this Annual Report, TSMC did not
consummate any merger and acquisition activities.

8. Potential Benefits and Risks Associated with
Capacity Expansion

To meet customer demand, TSMC increased its annual production capacity
by approximately 1.1 million eight-inch equivalent wafers in 2006. The
total average billing utilization rate for 2006 was 102%. As of the date of
this Annual Report, the benefits brought about by such capacity expansion
have been in line with TSMC's expectations. TSMC has established systems
to evaluate and forecast market demand and refers to these forecasts and
evaluations when expanding capacity.

9. Potential Risks Associated with Purchase or Sales
Concentration

TSMC procures raw materials from multiple sources whenever possible to
ensure adequate suppiies for volume production and to mitigate purchase
concentration risk. However, we procure some of our raw materials from
sole-source suppliers. TSMC evaluates the risk of supply disruptions from
single-source suppliers and assists those supgliers in lowering production
and transportation risk. TSMC also continues to look for additional sources
for single-sourced materials.

In 2005 and 20086, our 10 largest customers have accounted for 52 percent
and 53 percent, respectively, of our net sales. In particular, our largest
customer in 2006 accounted for 11 percent of our net sales in 2006. The fact
that a relatively limited number of customers constitute a significant portion
of our revenue may remain a business characteristic inherent to our extensive
presence in the dedicated foundry segment of the semiconductor market.

10. Future R&D Plans and Expected R&D Spending

For additional details, please refer to “R&D Organization and Investment” on
page 22.

11. Potential Impact and Risks Associated with Sales
of Significant Numbers of Shares by TSMC's
Directors, Supervisors, and Major Shareholders
Who Own 10% or More of TSMC's Total
Outstanding Shares

The value of TSMC shareholders' investment may be reduced by possible
future sales of TSMC shares by the major shareholders.

One or more of TSMC's existing sharehoiders may, from time to time,
dispose of significant numbers of their shares. For example, the National
Development Fund, one of TSMC's largest shareholders, has sold TSMC
shares in form of ADSs in several transactions since 1997. In May 2005,
Philips, another major shareholder of TSMC, reiterated its intention, first
anncunced in October 2003, to gradually and orderly reduce its equity
interest in TSMC.

TSMC usually work closely with the major shareholders to accomplish their
contemnplated disposals of TSMC shares in a way that would minimize the
negative impact on the price of TSMC shares and other shareholders,

For example, on March 9, 2007, TSMC and Philips jointly announced a
multi-phased plan to facilitate an orderly exit by Philips from its current
shareholding in TSMC. Specifically, the announced plan contemplates that
Phifips will divest its current TSMC shareholding through one or more block
trades on the Taiwan Stock Exchange, a public offering of TSMC common
shares in the form of ADS, and through participation in share buy-backs
conducted by TSMC in the period beginning in 2007 and ending in 2010,

12. Potential Impact and Risks Associated with Change
in Management or Governance Persennel

in 2006, and as of the date of this Annual Report, there were no such risks
for TSMC.

13. Other Material Risks

During 2006 and as of the date of this Annual Report, TSMC's management
has not become aware of any other risk event with a material impact on the
financial status of the company.
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Important Contracts

Technology Cooperation Agreement

Term of Agreement:

2004 - 2008

Contracting Party:

Koninklijke Philips Electronics N.V. (Philips}

(In September 2006, Philips assigned its rights and obligations under this
agreement to Philips Semiconductors International B.V. which was renamed
as NXP B.V. Philips is no longer the contracting party of this agreement.}
Summary:

TSMC is obliged to pay to Philips {now NX? B.V.) fixed amounts of licensing
fees for third party patent cross licenses obtained through Philips {now NXP
B.V.). TSMC and Philips {now NXP 8.V.) have agreed to cross license the
patents owned by each party.

Manufacturing Agreement

Term of Agreement:

02/16/1996 - 12/31/2005, automatically renewed for one year terms, unless
terminated with a six-month prior written notice by TSMC

Contracting Party:

WaferTech, LLC {WaferTech)

Summary:

TSMC has the right to purchase the entire installed capacity of WaferTech
during the production period.

Shareholders Agreement

Term of Agreement:

Effective as of 03/30/1999 and may be terminated as provided in the
agreement

Contracting Parties:

Koninklijke Philips Electronics N.V. {Philips) and EDB Investments

Pte Ltd. (EDBI)

{In September 2006, Philips assigned its rights and obligations under this
agreement to Philips Semiconductors International B.V. which was renamed
as NXP B.V. In November 2006, NXP B.V. and TSMC purchased all SSMC
shares EDBI owned; EDBI is no longer contracting party of this agreement.}
Summary:

TSMC, Philips and EDBI agreed to form a joint venture "Systems on Silicon
Manufacturing Company Pte Ltd." {SSMCQ) to build an IC foundry in
Singapore. Philips {now NXP B.V.) and TSMC are committed to purchasing a
certain percentage of SSMC's capacity.
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Technology Cocperation Agreement

Term of Agreement:

03/30/1999 - 03/29/2009

Contracting Party:

Systems on Silicon Manufacturing Company Pie Lid. (S5MC)

Summary:

TSMC agreed to transfer certain of its process technologies to $SMC, and
SSMC agreed to pay TSMC a certain percentage of the net selling price of
SSMC products.

Sale and Purchase Agreement

Term of Agreement:

Effective on 11/15/2006

Contracting Parties:

EDB Investments Pte Ltd. (EDBI}, NXP B.V., TSMC

Summary:

EDBI agreed to sell its all shares in SSMC to TSMC and NXP B.V. on
November 15, 2007.

Patent License Agreement

Term of Agreement:

10/26/2001 - 12/31/2006

Contracting Party:

A multinational company

Summary:

The parties entered into cross license arrangements for certain
semiconductor patents. TSMC pays license fees to the said company.

Foundry Related Agreements
Term of Agreement:

1995 - 2006

Contracting Parties:

Several multinational companies
Summary:

TSMC guarantees a pre-determined capacity for a set number of years to
customers. In return, customers deposit a certain amount of money with
TSMC.




Manufacturing Agreement

Term of Agreement:

04/01/2004 - 03/31/2006, automatically renewable for successive one year
terms until both parties decide ctherwise by mutual consent in writing
Contracting Party:

Vanguard International Semiconductor Corporation (V15)

Summary:

VIS reserves certain capacity to manufacture certain TSMC products at terms
as agreed by the parties. TSMC agreed to transfer certain technology to VIS
and to receive compensation from VIS in the form of royalty payments.

Patent License Agreement

Term of Agreement:

11/01/2002 - 10/31/2012

Contracting Party:

A multinational company

Summary:

The parties entered into cross license arrangements for certain
semicanductor patents. TSMC pays licensing fees to the said company.

Patent License Agreement

Term of Agreement:

07/01/2002 - 06/30/2009

Contracting Party:

A muitinational company

Summary:

The parties entered into cross licensing arrangements for certain
semiconductor patents. TSMC pays license fees to the said company.

Patent License Agreement

Term of Agreement:

01/01/2001 - 12/31/2011

Contracting Party:

A multinational company

Summary:

The parties entered into cross license arrangements for certain
semiconductor patents. TSMC pays license fees to the said company.

The Second Amendment to the Amended and
Restated Joint Technology Cooperation Agreement
Term of Agreement:

07/16/2001 - 12/31/2008

Contracting Parties:

STMicroelectronics N.V., Philips Semiconductors International B.V. (now NXP
B.V.}, Freescale Semiconductor, Inc.

Summary:

The parties entered into a joint technology cooperation arrangement for
the development of certain high-performance and advanced semiconductor
technologies.

Technology Development and License Agreement
Term of Agreement:

12/04/2003 - 12/03/2007

Contracting Party:

Freescale Semiconductor, Inc.

Ssummary:

The parties agreed jointly to develop certain advanced SOI process
technologies and to cross ficense related intellectual property rights.

Settlement Agreement

Term of Agreement:

01/30/2005 - 12/31/2010

Contracting Party:

Semiconductor Manufacturing International Corp. (SMIC) and certain of its
subsidiaries

Summary:

The parties settled their patent infringement and trade secret
misappropriation disputes, wherein SMIC agrees to pay TSMC US$175
miflion over six years.

Patent License Agreement

Term of Agreement:

2005 - End of patent terms

Contracting Party:

Industrial Technology Research Institute (ITRI)

Summary:

The parties entered into an exclusive license arrangement for certain
semiconductor-related patents, wherein TSMC pays license fees to ITRI for
such license rights.
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CORPORATE
GOVERNANCE

TSMC holds itself 1o the highest standards of integrity and fairness, and we measure our transparency
and disclosure against the best companies in the world. Mainiaining the highest standards of corporate

b b . 1 . . .
B covernance has been integral to TSMC's core values since its founding.




TSMC advocates and acts upon the principles of operational transparency and respect for shareholder rights. We believe that the basis for successful corporate
governance is a sound and effective Board of Directors. In line with this principle, TSMC's Board of Directors established an Audit Committee in 2002 and

a Compensation Committee in 2003. TSMC was recognized for its corporate governance in 2006 with the Best Corporate Governance Award for the Hong
Kong and Taiwan Regions from IR Magazine and the Best Corporate Governance Award from FinanceAsia for the Taiwan region.

1. Board of Directors

We beflieve that the cornerstone for successful corporate govemance is a sound and effective Board of Directors. TSMC's Board of Directors consists of eight
(Note) distinguished members with a great breadth of experience as world-class business leaders or scholars. Four of the nine members are independent
directors: former British Telecommunications Chief Executive Officer, Sir Peter Bonfield; Massachusetts Institute of Technology, Professor Lester Thurow; former
Acer Group Chairman, Mr. Stan Shih; and former Hewlett-Packard Chairman and CEO, Ms. Carly Fiorina. Ms. Fiorina was elected 1o the Board of Directors in
May 2006, adding her wealth of experience in leading world-class companies and raising the number of independent directors ta four from three.

The Board's primary duty is to oversee the overall business and corporate affairs of TSMC, Day-to-day operations, preparation of financial statements, fund
raising, and investments remain the responsibility of the company’s management.

In conjunction wath the company’s management, the Board also monitors regulatory activities, such as amendments to Taiwan's laws, amendments to SEC
rules and regulations in the United States, and changes to New York Stock Exchange and Taiwan Stock Exchange listing requirements,

Note: Mr. J.C. Lobbezoo, the representative of Koninklijke Philips Electronics N.V., resigned from the Board on March 9, 2007.

1.1 Audit Committee

The Audit Committee assists the Board in carrying out its financial oversight responsibilities, which include reviewing the company's financial reports, the
company's auditing and accounting policies and procedures, and internal contral systems.

TSMC's Audit Committee is empowered to conduct any study or investigation it deems appropriate to fulfilt its responsibilities. It has direct access to TSMC's
internal auditors, the company’s independent external auditors, and all employees of the company. The committee is autharized to retain and oversee special
legal, accounting, or other consultants as it deems appropriate to fulfill its mandate.

As of March 2007, the Audit Committee comprised of all feur independent directers and had engaged a financial expert consultant. Sir Peter Bonfield was
the Chairman of the Audit Committee, who convened four regular meetings and four special meetings in 2006.

In accordance with Taiwan's Securities and Exchange Law, TSMC's 2006 Shareholders' Meeting approved the amendments to the Articles of incorporation to
eliminate the Supervisors, and the expiration of tenure for TSMC's Supervisors on December 31, 2006. Beginning on January 1, 2007, the Audit Committee is
responsible for the duties of the Supervisors specified under Taiwan's Company Law, Securities and Exchange Law, and other relevant regulations.

pAudit Committee Meeting Status
FThe Audit Committee consists of all of the independent directors of the Company. Four regular meetings and four special meetings were convened in 2006.
k. The committee members’ attendance status is as follows:

—T’ltle Naene Attendance in Person By Proxy Attendance Rate (%) | Notes
Chair Sir Peter Leahy Bonfieid 8 - 100% | Renewal of office (Re-elected on May 16)
_ Member Lester Carl Thurow 5 63% | Renewal of office (Re-elected on May 16}
3 Lh'ember S$1an Shih 8 100% | Renewal of affice {Re-elected on May 16}
Member Carleton (Carly) S. Fiorina 3 75% | New office assumed (Elected on May 16)
Annotatien: None

1.2 Compensation Committee

e Compensation Committee assists the Board in discharging its responsibilities related 1o the compensation and benefits policies, plans and programs of
FSMC, and in the evaluation and compensation of TSMC's executives.

.of March 2007, the Compensation Committee comprised of five members. All four independent directors served as voting members of the committee and
k¢ Chairman of the Board, Dr, Morris Chang, was a non-voting member. Mr, $tan Shih was the Chairman of the Compensation Committee, who convened
ar regular meetings in 2006,
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2. Board Members

2.1 Information Regarding Board Members

Title Date Term Date Shareholding When Elected Current Sharehalding $pouse & Minor Shareholding
Name Elected Expires First Elected Shares % Shares % Shares %
Chairman 05/16/2006 057152009 12/10/1986 112,677,172 0.46% 116,057,019 0.45% 120,826 0.00%
Morris Chang
Vice Chairman 05/16/2006 05/15/2009 05/13/1897 39,010,891 0.16% 38,204,647 0.15% 130,878 0.00%
F.C. Tseng
Kaninklijke Philips Electronics N.V. 05/16/2006 05/15/2008 12/10/1986 4,066,046,793 16.44% 4,187,989,024 16.21%
Representative: (Note 1, 3, 4, 5)
Director
1.C. Lobbezoo
National Development Fund, Executive 05/16/2006 051572009 12/10/1986 1,581,649,956 6.3%% 1,629,084,227 6.31% 153,907 0.00%
Yuan
Representative: (Note 2, 4, 5}
Director
Chintay Shih
Directar 05/16/2006 05/15/2009 06/03/2003 25,466,795 0.10% 27,813,033 0%
Rick Tsai
Independent Director 05/16/2006 05/1 52009 05/07/2002
Sir Peter Leahy Bonfield
Independent Director 05/16/2006 05/15/2009 05/07/2002
Lester Carl Thurow
{ndependent Director 05/16/2006 05/15/2009 041142000 1,415,785 0.01% 1,458,244 0.01% 15,877 0.00%
Stan Shib
Independent Director 05/16/2006 05/15/2009 05/16/2008
Carleton {Carly} 5. Fiorina

No member of the Board of Directors held TSMC shares by nominee arrangement.
Na member of the Baard of Directors had a spouse ar relative within two degrees of consanquinity serving as a manager at TSMC.

Note 1: The tenure of Mr. Michel Besseau, our former Supervisor (representative of Koninklijke Phikips Electronics NV.), expired on May 6, 2006.
Note 2! The tenure of Mr, James C. Ho (representative of National Development Fund, Executive Yuan) and Dr. Michael E. Parter, our former Supervisors, expired on December 31, 2006,
Starting from January 1, 2007, the Audit Committee took over the duties of Supenasors specified under the relevant laws and regulations.
Note 3: Koninklike Philips Electronics N.V. {representative, Mr. J.C. kobbezoo} resigned from TSMC's Board on March 9, 2007 and sold approximately 887 millian TSMC shares 1o long-term finandal investors in Tafwan on March 12, 2007.
Note 4: Information on Directors that are Representatives of Juridical Persan Shareholders

Directors/That are Juridical Person Sharehelders Top 10 Shareholders of Juridical Person Shareholders, or Sharehalders Owning More than 10% of Juridical Person
Representatives of Juridical Shareholders
Person Shareholders
Director: ).C. Lobbezoo Koninkljke Philips Electronics N.V. Top 10 Shareholders: Not Available
Sharehlders Owned More than 10% Shares: None
Director: Chintay Shih Nationa! Development Fund, Not Applicable
Executive Yuan

Note 5: Major shareholders of Juridical Person Sharehoiders as stated in note 4: Not Applicable.
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As of 012872007

Education & Selected Positions

Selected Positions in TSMC & Other Companies

» Ph.D., Electrical Engineering, Stanford University, USA
¥ Chairman, industiial Technalogy Research Institute
® President & COO, Genera! Instrument Corporation

» Senior Vice-President for Texas Instrument
» CED, TSML

« Supervisor, Industrial Technology Research Institute

Nene

 Ph.D., Electrical Engineering, National Chengkung
University, Taiwan

 President, Vanguard International Semiconductar Corp.

» President, TSMC
* Deputy CEQ, TSMC

* Chairman, TSMC (Shanghai) Company Ltd.
# Chairman, Global Unichip Carp.
» Director, Prosperity Venture Capital Corp.

» Director, digimax, Inc.
» Director, Allegro Manufacturing Pte, Lid.

» Mastes Deqgree, Business Economics, Erasmus
University, the Netherlands
*# CFO, Philips Semiconductors B.Y.

* Chairman, Systems on Sil:con Manufaciuring
Company Ple Lid.

» Executive Vice President, Philips (nternational B.V.
= Director, FEl Company

*Ph.D, Electriesl Engineering, Prnceion University, USA

» Prasident, Industrial Technology Research Institute

* Director of Yanguard International Semiconducter
Corp.

» Professor and Dean, College of Technolegy
Management, Natignal Tsinghua University

* Managing Director and Special Advisor, Industrial
Technoiogy Research Institute

~ Director, indusing Technology investrent
Corparation

* Ph.D., Material Science, Cornell University, USA

+ Executive Vice President, Worldwide Marketing and
Sales, TSMC

» (GO, TSMC

* President, Vanguard Internatignal Semiconductor
Corp.

* President & CEQ, TSMC
« Director, TSMC subsidiary companies
# Director, MIT Corporation Board of Trustees

* Bachelor Degree in Engineering, Loughbarough
University of Technofogy, UK

* CEQ and Chairman of the Executive Committeg, British
Telecommunicatiens Plc

* \ice President, the Eritish Quakity Foundation

* Non Executive Director, Department of Constitutional
Affairs

* Senior Non-Executive Director, AstraZeneca Group Plc,
London

* Director, L M. Ericsson

* Director, Mentor Graphics Corporation ing

* Member of the Citigroup international Advisory Board

*+ Member of the Sony Corporation Advisory Board
 Director, Sony Corporation {lapan)

 Non Executive Member of Actis LLP Supervisory Board
 Chairman of Supervisory Board, NXP B.V.

 Non Executive Director, Dubai International Capital

*Ph.D,, Economics, Harvard University, USA
* Dean, Slpan School of Management, M.LT.

» Jerome and Dorothy Lemelson Protessor of
Management and Economics, Slean School of
Management, M.I.T.

» Director, Analog Devices Inc.

* Honorary Doctor of International Law, Thundesbird,
American Graduate Schoe! of International
Management, USA

* Honorary Fellowship, University of Wales, Cardiff, UK

 Honerary Doctor of Technology, the Hong Kong
Poytechnic University, Hong Kong

* Honorary EE Ph.D., MSEE, BSEE, National Chiaotung
University, Taiwan
# Co-Founder, Chairman Emeritus of the Acer Group

* Group Chairman, 1 SofiCapital
» Director, ABW (Acer, BenQ, Wistran) Family
* Director, Nan Shan Life Insurance Company, Ltd.

» Master Degree in Business Administration, Robert H.
Smith School of Business, Unnersity of Mardand at
Coltege Park, Md.

* Master Degree, Science, MITs Slpan Schoal

* Bacheior Degree in Medieval History and Philosophy,
Stanford University, USA

* Senior Management, AT&T and Lucent Technologies

» Chairman and Chief Executive Officer, Hewlett-
Packard

« Director, Revolution Healthcare Group

* Director, MIT Corporation Board of Trustees

* Director, CyberTrust, Inc.
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2.2 Remuneration Paid to Directors and Supervisors

Unit: NT$ thousands.

Remuneration Paid to Directars (Supenvisors)

Title / Name

Salary (A)

Compensation {B) {Note 3)

Allowance (C) (Note 4)

Directors (Supenvisors) Salary,
Cornpensation, and Allowance
(A+B+C) as % 2006 Net
Income

Salary, Bonus..etc. {D)

TSMC

Consolidated
Subsidiaries
of TSMC

TSMC

Consolidated
Subsidiaries
of TSMC

TSMC

Consalidated
Subsidiaries
of TSMC

T5MC

Consolidated
Subsidiaries
of TSMC

TSMC

Consolidated
Subsidiaries
of TSMC

Chairman
Morris Chang

Vice Chairman

F.C Tseng

KoninKlijke Philfps Electronics
NV,

Representatives.

Director

1C. Labbezoo

Supervisor

Michel Besseau {Note 1)

National Develapment Fund,
Executive Yuan
Representatives:

Director

Chintay Shih

Supervisar

James. € Ho

Director
Rick Tsai

Independent Director
Sir Peter Leahy Bonfield

Independent Director
Lester Carl Thurow

independent Director
S$tan Shih

Ingependsnt Directar
Carleton (Carly} S. ficrina
(Notz 2)

Supervisar

Michaed E. Porter

25,294

25,294

285,800

285,800

2,650

2,650

0.25%

0.25%

8922

8922

Note 1: The tenure of Mr. Michet Besseau, our former Supervisors (representative of Koninklijke Philips Electranics N.V.}, expired an May 16, 2006.
Note 2: Ms. Carly Fiorina was elected to the Board of Directors on May 16, 2006
Note 3 The Board adopted a proposal for 2006 compensation to TSMC's directors and supervisors in the amount of NT$285,800 thousand at its meeting on February §, 2007. The proposed compensation will be effected upen

the approval af sharehclders at the Annual Shareholder Meeting in May 2007.

Note 4: Includes allowances for company cars. Compensation paid 10 company drivers totalled NT$4,868 thousand

Note 5: Directors and supervisors' compensation disclosed in the 2005 annual report was NT$282.867 thousand, accounting for 0.3 percent of 2005 net income.

Remuneration Paid to Directors and Supervisors

Directors and Supervisors

Year 2006
Total Compensation Paid to Directors and Supenvisors as % 2006 Net Incame Total Compensation Paid to Directors and Supervisors as % 2006 Net Income
{A+B+0) (A+B+C+D+E)
TSMC Consolidated Subsidiaries of TSMC TSMC Consolidated Subsidiaries of TSMC
Under NT$ 2,000,000 1 1 0 0
NT$2,000,000 ~ NT$5,000,000 0 0 0 0
N7$5,000,000 ~ NT$10,000,000 1 i 1 1
NT$10,000,800 ~ NT$15,000,000 I 0 0 0
NT$15,000,000 ~ NT$30,000,000 [ & b [
NT$30,000,000 ~ NT$50,000,000 4 4 4 4
NT$50,000,000 ~ NT$100,000,000 0 0 0 0
Over NT$100,000,000 0 0 | 1
Tota! 12 12 12 12

S0




Compensation Earned as Employee of TSMC or of TSMC Subsidiary Affiliates

Total Compensation Paid to Directors

_ (Supervisors} (A+B+C+D+E) as % 2006 Other
Employee Profit Sharing (E) ESOP {F) Net Incore {Note 5) Compensation
from Non-
TSMC Consolidated Subsidiaries of TSMC Consolidated Consolidated Subsidiary
TSMC Subsidiaries TSMC Subsidiaries Atfiliates
Cash Stock Cash Stock of TSMC of TSMC
44,000 297,000 44,000 297,000 1,576 1,576 0.52% 0.52% None
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2.3 Net Change in Shareholding and Net Change in Shares Pledged by Directors and Supervisors

For a summary of net changes in shareholding and shares pledged by Directors and Supervisors, please refer to "Net Change in Shareholding and Net Change
in Shares Pledged by Directors, Supervisors, Management, and Shareholders with 10% Shareholding or More” on page 15.

3. Directors and Supervisors' Professional Qualifications and Independence Analysis

According 1o the relevant requirements set by Taiwan's Securities and Futures Bureau, the professianal qualifications and independence status of the
Company's Board members are listed in the table below.

Information Regarding Directors and Supervisors

Meet One of the Following Professional Qualification Reguirements, .
) . . Criteria (Note)
Together with at Least Five Years Work Experience
An Instructor or A Judge, Public Have Work
Higher Position in Prosecutor, Attorney, | Experience in the
a Department af Certified Public Area of Commerce, Se!e.cted Current
Commerce, Law, Accountant, or Law, Finance, or P°5'“°"S"N"'mb?r
o Finance, Accounting, | Other Professional or | Accounting, or of Other Public
Name/ Criteria or Other Academic Technical Specialists Otherwise Necessary Compames
Department Related Who Has Passed a for the Business of 5 6 10 Concurrantly Serving
1o the Business Needs | National Examination | the Company asan Indepe.ndent
of the Company in and Been Awarded Director
a Public or Private a Certificate ina
Juniar Cotlege, Profession Necessary
College or University | for the Business of
the Company
Chairman
v v v v 0
Morris Chang
Vice Chairman
v v v v 1]
F.C. Tseng
Director
v ¥ [y
1.C. Lobbezoo
Director
. . v v 0
Chintay Shih
Director
v v v ¥ 0
Rick Tsai
Independent Director
. v W v v 0
Sir Peter Leahy Bonfield
Independent Director
¥ v v v v v 4]
Lester Carf Thurow
independent Director
¥ v v v 8]
Stan Shih
Independent Directar
Carleton (Carly) 5. v v v v 0
Fiorina
Supenvisor
v W ¥ O
James C. Ho
Supervisor
v v ¥ ¥ v 0
Michael £. Porter

Nate: Directors or Supervisors, during the two years before being elected or during the term of office, have been or be any of the following, please tick the appropriate corresponding baxes:

. Not an employee of the company or any of its affiliates:
. Not a director ar supervisor of the company or any of its affiliates. The same does not apply, however, in cases where the persan is an independent director of the company, 13 parent company, or any subsidiary in which
the company halds, directly or indirectly, mare than 50% of the voting shares;

e

w

Not a natural-person shareholder wha holds shares, tagether with those held by the persen's spouse, miner children, or held by the persan under others' names, in an aggregate amount of 1% or more of the total
number of issued shares of the company or ranking in the top 14 in holdings:

Not a spouse, relative within the second degree of kinship, or lineal relative within the fifth degree of kinship, of any of the persons in the preceding three subparagraphs;

Not a director, supervisor, or emplayee of a corporate sharehalder that directly holds 5% or more of the total number of issued shares of the company or that holds shares ranking in the top five in holdings;

Nat a director, supervisar, officer, or shareholder holding 5% or more of the shares, of a specified company or institution that has a financial or business relationship with the company;

~ oo

Not a professional individual who, or an owner, partner, director, supervisor, or officer of a sole proprietorship, partnership, company, or institution that, provides cammerdial, leqal, financial, accounting services or
consultation to the company or to any affiliate of 1he company, or a spouse thereof;

8. Not having a marital relationship, or a relative within the second degree of kinship to any ather director of the company;

G, Not been a person of any conditions defined in Article 30 of the Company Law; and

10. Not a governmental, juridical person or its representative as defined in Article 27 of the Campany Law.
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4. Major Decisions of Shareholder Meeting and Board Meetings

4.1 Review of Shareholder Meeting

TSMC's 2006 regular Sharehclder Meeting was held at the auditorium of the Activity Center of the Hsinchu Science Park on May 16, 2006. At the meeting,
shareholders present in person or by proxy approved the following resolutions: {1) Acceptance of the 2005 business report and financial statements; (2)
Distribution of 2005 profits; {3) Amendments to the Articles of Incorporation; (4) Election of the 10" Board of Directors and Supervisors.

4.2 Review of Board Meetings

During the 2006 calendar year, through the period from January 1 to February 28, 2007, five regular meetings and one special meeting were convened.
Major resolutions passed at these meetings are summarized below: (1) The 2005 business report and financial statements; {2) Distribution of 2005 profits
and capitalization of capital surplus; (3} Convening the 2006 Annual Shareholder Meeting; {4) 2008 R&D projects and sustaining capital appropriation; {5}
Election of Dr. Morris Chang as Chairman and Dr. F.C. Tseng as Vice Chairman of TSMC; (6) Capital injection inta a TSMC whally-owned foreign subsidiary
for the purpose of holding TSMC's fixed income investment portfolic and reducing foreign exchange hedging costs; (7} Promation of Dr. Jack Sun and the
appointment of Or. Fu-Chieh Hsu as Vice Presidents of TSMC; (8) Appointment of Sir Peter L. Bonfield, Professor Lester Thurow, Mr. Stan Shih and Ms. Carly
Fiorina as members of the Audit Committee, and designated Sir Peter L. Bonfield as the Chairman of the Committee; {9) The 2006 semi-annual financial
statement; (10) Increase of investment in VisEra Technologies; {11) Purchase of additional 6.8% of shares in Systems on Silicon Manufacturing Company; {12)
The 2006 business report and financial statements; (13) Distribution of 2006 profits and capitalization of capital surplus; {14) Convening the 2007 Annual
Shareholder Meeting; {15) 2007 R&D projects and sustaining capital appropriation.

4.3 Board of Directors Meeting Status

Four regular meetings and one special meeting were convened in 2006, The directors and supervisors' attendance status is as follows:

Title Name Attendance in Person By Proxy Attendance Rate (%) | Notes
Chairman Morris Chang 5 0 100% | Renewal of office (Re-elected on May 16}
Vice Chairman F.C.Tseng 5 0 100% | Renewal of office (Re-elected on May 16)

i Koniaklijke Philips Electronics NV, Representative:
Director Hre e P 4 1 80% | Renewal of office (Re-elected on May 16}
1.C. Lobbezoo

. Keninklijke Philips Elecironics N.V. Representative: . .
Director . . - - - | Resigned in lanuary 2006
Maric Alberto Rivas

National Development Fund, Executive Yuan

Diractor Representative: 5 0 100% | Renewal of office (Re-elected on May 16}
Chimay Shih

Director Rick Tsai 5 0 100% | Renewal of office {Re-elected on May 16)

Independent Director Sir Peter Leahy Bonfield 3 2 60% | Renswal of office {Re-elected on May 16)

Independent Director Lester Carl Thurow 3 2 60% | Renewal of office (Re-elected on May 16)

Independent Director Stan Shih 5 0 100% | Renewal of office {Re-elected on May 16)

Independent Director Carleton {Carly) S. Fiorina 1 2 33% | WNew office assumed (Elected on May 16)
National Development Fund, Executive Yuan

Supervisor Representative: 4 - 80% | Renewat of office (Re-clected on May 16)
James C. Ho

Supenvisor Michael E. Porter* i - 20% | Renewal of office (Re-elected on May 16)

Anngtation *

I. Recusals of Directors due o conflicts of interests:
1. Name of Director: Sir Peter Laahy Bonfield
Resclution: To approve amendment to TSMC's “Rules for Distribution of Compensation to Directors and Supervisors”
Reason for the conflict of interests and voting status: As the resolution primarily intends to adjust the compensation for overseas independent directors. Since Sir Peter Bonfield is an overseas independent
director, he recused himself from the discussion and voting. {Note: Another overseas independent director, Lester Carl Thurow, did not attend the meeting in person)
2. Name of Director: Sir Peter Leahy Benfield
Resolution: To approve the purchase of an additional 6.8% of SSMC shares from NXP Semiconductors
Reasan for the conflict of interests and voting status: Since Sir Peter Bonfield is the Chairman of Supenasory Board of NXP Semiconductors, he recused himself from the discussion and voting.
II. The Audit Committee comprised of all independent directors, Starting from January 1, 2007, the Audit Committee tock over the duties of Supervisors specified under the relevant laws and regulations, and the
Supervisars were terminated as of December 31, 2006.

* Supervisor Michael E. Porter met regularly with the Company's management team in Taiwan. The management alsc reported to him penodically in the U.S. an the Company's business operations and financial staternents, and
sought his advice on the Company's business strategy from time 1o time.

4.4 Major Issues of Record or Written Statements Made by Any Director or Supervisar Dissenting to Important
Resolutions Passed by the Board of Directors from January 1, 2006 to February 28, 2007: none.
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5. Taiwan Corporate Governance Implementation as Required by Taiwan Financial Supervisory Commission

) Reason for
Item Implementation Status .
Non-Implementation
1. Shareholding Structure & Shareholders' Rights None
{1) The way of handling sharcholder suggestions or disputes TSMC has designated relevant departments, such as Investor Relations, Public Relations, Legal, etc., to handle

shareholder’s suggestions or disputes.

{2) The Company's possession of major shareholder's list and the | TSMC tracks the shareholdings of directors, supervisors, officers, and shareholders halding more than 10% of the

list of uttimate owners of these major shareholders outstanding shares of TSMC.
{3) Risk Management Mechanism and Fire Wall between the TSMC has established relevant guidelines in its "internal Control System' policy and procedures.

Company and its affiliates
2. Composition and Responsibilities of the Board of Birectors None
{1} Independent Directors Sir Peter Leahy Bonfield, Prof. Lester Carl Thurow, Mr. Stan Shih and Ms. Carly S. Fiarna are independent directors

of TSMC,

{2) Regular evaluation of external auditors' independency The Audit Committee regularly evaluates the independency of external auditars.
3. Composition and Responsibilities of Supervisors None
{1) Independent Supervisor(s) Prof Michael E. Porter was an indapendent supervisor of TSMC.
(2) Communication channel with employees or sharehalders The employees and managers of relevant departments regularly seport and present Company information to the

Independent Supervisor; all Supervisors have access to Company employees or managers for information they need.

Note: The Audit Committee took over the duties of Supervisors starting from January 1, 2007, The Supervisors ward
terminated as of December 31, 2006.

4 Communication channel with stakeholders TSMC designates relevant depariments to communicate with stakeholders on a case by case basis. None
5. Information Disclosure None
{1} Establishment of corporate website ta disclose information TSMC discloses information threugh its website hitp:/fwww. tsme.com.
regarding the Company's financials, business ard corporate Sinca TSMC is a foreign private issuer with American Depository Receipts listed on the New York Stock Exchange
governance status ("NYSE®), TSMC is subject to various NYSE regulations, one of which requires TSMC to disclose the significant

ways in which its corporate governance practices differ from those followad by US domestic companies under
NYSE listing standards. You may find such disclosure information at the following web address:
http:/Avww. tsme.com/download/english/e03_governance/NYSE_Section_303A pdf

{2} Other information disclosure channels {e.g. English website, TSMC has designated relevant departments {e.g. Investor Relations, Public Refations, Legal, etc) to handle
appointing responsible peaple to handle information the collection and disclosure of information &5 required by relevant laws and regulations of Taiwan and other
collection and disclosure, appeinting spokesperson, jurisdlictions.
webcasting investors conference) TSMC has designated spokespersons as required by relevant regulations.
TSMC webcasts live investor conferences.
6. Operations of the Company’s nomination committee, TSMCs Board of Directors has established an Audit Committee and & Compensation Committee, Please refer to None
Compensation Committee, or ather committees of the Board “Corporate Governance section on page 46-55 of this Annual Report for the details,
of Directors
7. 1f the Company has established carporate governance policies based on TSE Corporate Governance Best Practice Principles, please describe discrepancy between the policies and their implementation.

For the status of TSMC's corporate governance, please refer to the section titled “Corporate Governance” on pages 46-55 of this Annual Report.

o

. Please describe the company’s corporate social responsibility (such as human rights, employee rights, employee weliness, community participation, social contribution, community service, investor relations, supplier
relations and rights of shareholders) policy and implementation.

For the status of TSMC's corporate social responsibility, please refer to the section titled *Corporate Social Responsibility” on pages 56-52 of this Annual Report.

o

Other important information to faclitate better understanding of the Company's corporate governance practices (e.g. directors' and supervisors' training records, the implementation of risk management palicies
and risk evaluation measures, the implementation of consumers/customers protection policies, and purchasing insurance for directors and supervisors.):

(1Y From time to time, TSMC provides directors and supervisors information concerning regulatory reguirements and developments as related to directors' and supervisors' activities. TSMC management also
reqularly present Company's business and other informaticn to directors and supervisors.
TSMCs independent director, Sir Peter teahy Bonfield, has completed an Institutional Shareholder Services {1SS)-accredited board education program and a certification by ISS has been received.

{2) TSMC conducts risk management and risk evaluation pursuant to the intemat policies established in accardance with relevant laws and regulations, and has employed a professional consulting company in
August 2006 to assist TSMC in operation related risk evaluation and execution of improvement plans.

(3) TSMC maintains D&O Insurance for its directars, supervisors, and officers.

10, If the Company has 2 self corporate governance evaluation or has authorized any other professional erganization to conduct such an evaluation, the evaluation results, major deficiency or suggestion, and
improvement are stated as follows:

The Company participated in 2006 "CG6002 Corporate Governance Compliance Evaluation' performed by the Corporate Governance Association in Taiwan, and has been granted by the same Association a
"CGH002 Corporate Governance Compliance Evaluation Validation Certificate”.
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6. Status of Personnel Responsible for Preparing Financial Reports

No personnel respansible for preparing financial reports resigned or were dismissed in 2006.

7. Information Regarding TSMC's Independent Auditor

Audit Fees: Not applicable. Non-audit fees paid to TSMC's independent audit firm and its affiliates did not exceed 25 percent of the audit fees paid in 2006.
The 2006 audit fees paid to TSMC's independent auditor were not reduced by more than 15 percent compared with 2005.

TSMC did not replace its independent auditor during 2005, 2006, and as of February 28, 2007,

TSMC's Chairman, Chief Executive Officer, Chief Financial Officer, and managers in charge of its finance and accounting operaticns did not hold any positions

within TSMC's independent audit firm or its affiliates during 2006.

8. Internal Control System Execution Status

Date: February 6, 2007

Based on the findings of a self-assessment, Taiwan Semicenductar Manufacturing
Company Limited (TSMC} states the following with regard to its internal control system
during the period from January 1, 2008 to Becember 31, 2006

1. TSMC is fully aware that establishing, operating, and maintaining an internal
control system are the responsibility of its Board of Directors and management.
TSMC has established such a system aimed at providing reascnable assurance
regarding the achievement of objectives in the following categories: {1}
effectiveness and efficiency of aperations {including profitability, performance,
and safeguarding of assets), (2) reliability of financial reporting, and (3)
compliance with applicable laws and regulaticns.

Lo

. Aninternal control system has inherent limitations. No matter how perfectly
designed, an effective internal control system can provide only reasonable
assurance of accomplishing the three objectives mentioned above. Moreover,
the effectiveness of an internal control systerm may be subject to changes of
environment or circumstances. Nevertheless, the internal control system of
TSMC contains self-monitoring mechanisms, and TSMC takes corrective actions
whenever a deficiency is identified.

w

. TSMC evaluates the design and operating effectiveness of its internzl control system
based on the criteria provided in the Regulations Governing the Establishment of
Internal Control Systems by Public Companies (hereinbelow, the “Regulations™). The
criteria adopted by the Regulations identify five components of internal control based
on the process of management control: {1) control environment, (2) risk assessment,
(3) controt activities, (4) information and communication, and (5} monitoring. Each
companent further contains several iterns. Please refer to the Regulations for details.

system according to the aforesaid criteria.

5.

<

~l

LY
4. TSMC has evaluated the design and operating effectiveness of its internal control ( \ (/((

Statement of Internal Control System

Based on the findings of the evaluation mentioned in the preceding paragraph,
TSMC believes that, during the year 2006, its internal control system (including
its supervision and management of subsidiaries), as well as its internal controls
to monitor the achievement of its objectives concerning operational effectiveness
and efficiency, reliability of financial reporting, and compliance with applicable
laws and regulations, were effective in design and operation, and reasonably
assured the achievement of the above-stated objectives.

This Staterment will be an integral part of TSMC's Annual Report for the year
2006 and Prospectus, and will be made public. Any falsehood, concealment, ar
other illegality in the content made public will entail legal liability under Articles
20,32, 171, and 174 of the Securities and Exchange Law.

. This Statement has been passed by the Board of Directors in their meeting

heid on February 6, 2007, with zero of the nine attending directors expressing
dissenting opinions, and the remainder all affirming the content of this

Statement.

Taiwan Semiconductor Manufacturing Company Limited

Morris Chang
Chairman of the Board of Directors

' Rick Tsai
C— President and CEQ

The Securities and Futures Bureau did not request TSMC to commission an independent auditor to audit its internal control system in 20086.
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ORPORATE SOCIAL
RESPONSIBILITY

o
TSMC's core value of commitment extends to all aspects of its business, including conmitment to the
welfare of employees, society, and the environment. TSMC was honored with Globalviews Magazine’s

highest award for Corporate Social Responsibility in 2006.




1. Environmental, Safety, and Health Management

TSMC believes its environmental, safety, and health practices should not
only comply with legal requirements, but also measure up to recognized
international practices. The company aims to prevent pollution, efficiently
use all resources, prevent accidents, improve employee safety and health,
protect property, and establish a work environment that promotes the well-
being of our employees and the communities in which we operate.

All TSMC manufacturing facilities have received 15O 140001 certification
for environmental management systems and OHSAS 180001 certification
for occupational health and safety management systems. TSMC strives
for continuous improvement and actively seeks to enhance pollution
prevention, power and rescurce conservation, waste reduction, health and
safety management, fire and explosion prevention and cther risks such as
earthquakes in order to reduce environmental, health, and safety risk. In
2006, TSMC began to adopt the IECQ QC080000 Hazardous Substance
Process Management (HSPM) System in order to meet customer needs far
management of hazardous materfals and to meet the European Unicn's
Restriction of Hazardous Substance (RoHS) directive. TSMC expects all
manufacturing facilities will meet QCO80000 requirements in 2007.

1.1 Environmental Protection

Inventory of Greenhouse Gases and Emission Reduction

TSMC is committed to environmental protection and actively participates

in international environmental protection programs. In 2005, TSMC was
Taiwan's first semiconductor company to make a complete inventory of its
greenhouse gases and to gain 15014064 certification for its procedure and
results. The purpose of the inventory was to serve as a reference for TSMC's
strategy to reduce greenhouse gases, to meet future domestic regulatory
requirements, and to prepare for carbon trading and corporate carbon asset
management.

TSMC is also taking measures to reduce emission of greenhouse gases,
particularly perfluarinated compounds (PFCs), the chiet greenhouse gas
emissicns produced in the semiconductor manufacturing process. TSMC
has endorsed a memorandum of understanding between the Taiwan
Semiconductor Industry Association, the R.Q.C, Environmental Piotection
Administration, and the Werld Semiconductor Council, whereby TSMC is
committed to reducing PFC emissions to 10 percent below the average

of 1997 and 1999 by 2010. This emissions target remains fixed as TSMC
continues to grow and expand its manufacturing facilities, and we are taking
the following measures to reduce emissions in line with recommendations
pravided by the Intergovernmental Panel on Climate Change (IPCC):

* Accurete measurement of PFC gas production and the effectiveness
of exhaust gas abatement eguipment in order to calculate actual PFC
emission volumes

* Evaluation of feasible alternatives to greenhouse gases and gradually
replacing greenhouse gases at all manufacturing facilities

* Evaluation of the effectiveness and safety of PFC exhaust gas abatement

equipment and progressive installation and use of such equipment

Air and Water Pollution Control

TSMC has installed effective air and water pollution control equipment in
each wafer fab to meet regulatory emissions standards. in addition, TSMC
maintains backup pollution control systems, including emergency power
supplies, to lower the risk of pollutant emission in the event of equipment
breakdown, TSMC monitors the operations of air and water pollution
control equipment centrally around the clock and tracks system effectiveness
tc ensure emitted air and discharged water quality.

5 ey . S

Water Conservation

To effectively use Taiwan's limited water resources, all TSMC fabs make an
effort to increase water reclamation rates by adjusting the water usage of
manufacturing equipment and improving wastewater reclamation systems.
New fabs are able to reclaim 85 percent of process water, meeting or
exceeding the standards of the Science Park Administration and outperforming
maost semiconductor fabs around the worid. TSMC also strives to reduce
non-manufacturing related water consumption including water used in air
conditioning systems, sanitary facilities, cleaning, {andscaping and kitchens.

Waste Management and Recycling

TSMC has established a designated unit responsible for waste recycling

and disposal. To meet the goal of sustainable resource utilization, TSMC's first
priority is to reduce process waste before censidering recycling or disposal.
TSMC carefully selects waste disposal and recycling contractors and performs
annual audits of certification documents, site operations and transportation
routes to ensure legal and proper disposal of waste.

Other Environmental Protection Programs
TSMC has implemented an environmental accounting system, allowing each fab
to calculate cost savings or profits created by each environmental program.

In addition, TSMC conducts “Product Life Cycle Assessments” (Product LCAs),
collecting and analyzing data from the entire semiconductor manufacturing
chain from raw materials suppliers to finished products, including statistics
for such items as energy, raw materials consumption, and pollution. The
product LCA study has established "Eco-Profiles” for all TSMC fabs and

will help the company meet future international regulations such as the

European Union’s “Energy-Using Product” directive. These “Eco-Profiles” can
also be provided to customers who require such documentation.
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TSMC also maintains “green procurement” procedures, requiring raw
materials suppliers to declare that the materials they supply to TSMC do not
contain any prohibited substances. This ensures that products manufactured
by TSMC comply with customer requirements and the regulatory
reguirements of the European Union's RoHS directive.

Environmental Compliance Record

The Tainan County Environmental Protection Bureau fined TSMC NT$100,000
in 2006 for violation of air pollution regulations by one of TSMC's
construction contractors, TSMC not anly has required the contractor to fully
comply with the relevant regulations, we have filed an appeal against the fine,
as we believe that the contractor, not TSMC, is liable for the penalty.

1.2 Safety and Health

Safety and Health Management

TSMC's safety and health management is built on the framework of the
QHSAS 18001 system, and adheres to the management principle of “Plan,
Do, Check, Act” to prevent accidents and protect employee safety and
health as well as company assets.

Besides accident preventicn, TSMC has established emergency response
procedures to protect the lives of employees and contractors if disasters
should occur, as well as minimize the impact on society and the
environment. TSMC communicates to supoliers to reduce potential risks in
operation of production equipment and follows safety control procedures
when installing production equipment. The company places stringent
cantros on high-risk operations and alsc evaluates the seismic tolerance of
facilities and equipment to reduce the risk of earthquake damage.

In heath management, TSMC maintains regular wellness and professional
health programs and also establishes company-level prevention committees
when infectious diseases such as Severe Acute Respiratory Syndrome (SARS)
or Avian influenza pose a potential risk to the company.

Employee Wellness

TSMC is committed to achieving the highest standards of weliness for
employees. Employees have access to on-site clinics, 24-hour nursing
services, annual physical exams, women's health services, cancer screening,
on-site fitness facilities and programs, weight management programs, and
various health awareness programs. Employees also have access to stress
management programs, counseling services, and other assistance programs.

Supplier and Contractor Management

TSMC is committed to communicating with and encouraging its
contractors and suppliers to improve their environmental, safety, and health
performance. TSMC audits the environmental, safety, and health practices
of major raw materials suppliers and contractors and asks for continual
improvement. Contractors performing high-risk works must lay out
clearly-defined safety precautions and preventative measures. In addition,
contractors working on high-risk engineering must establish OHSAS 18001
occupational safety and health management systems before July 2007.
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Environmenta), Safety, and Health-related Awards in 2006
» Executive Yuan National Council for Sustainable Development "National
Sustainable Development Award”

» Environmental Protection Administration’s
Protection Award"

Enterprise Environmental

« Recognized by the Ministry of Economic Affairs Water Resources Agency
for “Excellence in Water Conservation”

» Environmental Protection Administration's "Award for Qutstanding
Achieverment in Industrial Waste Disposal, Resources Reduction, and
Recycling”

* Recognized by the Tainan Science Park for “Outstanding Achievement in
Environmental Protection”

= Recognized by the Executive Yuan Council of Labor Affairs for "Excellence
in Safety and Health”

* Recognized by Hsinchu and Tainan Science Parks for “Excellence in Labor
Safety and Health”

* Chosen for membership in the Dow Jones Sustainabiiity World Index for a
sixth consecutive year, and the only Taiwan member since 2003

(

2. TSMC Education and Culture Foundation

Dow Jones
Sustainability Indexes

Member 2006/07

TSMC is dedicated to becoming Taiwan’s leading corporate citizen, and to
sharing the values and business philosophies that led to the company's
success. In 1998, the company established the TSMC Education and Culture
Foundation to organize and consolidate its contributions and to spensor
educational, cultural, and community activities in Taiwan. The TSMC
Foundation believes long-term commitments make a longer-lasting impact
than one-time events, and its programs reflect this belief. Led by TSMC Vice
Chairman Dr. F.C. Tseng, the Foundation works in four areas: commitment
1o education, sponsorship of the arts and aesthetic education, contribution
to local communities, and the TSMC employee volunteer program.

2.1 Commitment to Education

TSMC is committed to nurturing future leaders by supporting top institutions
of learning. In 2006, National Taiwan University broke ground on construction
of a NT$120 million chemistry research center funded by the TSMC
Foundation. The foundation also continued to support the construction of

a new building complex for the MIT Sloan School of Business and dishursed
the first payment of a grant for construction of a headquarters building for
University of California Berkeley's Center for Information Technology Research
in the Interest of Society (CITRIS). In addition, TSMC completed its third year
of a program to provide NT$5 million in scholarships to help youth from low-
income families attend elite universities in Taiwan.




Part of the TSMC Foundation's educational mission is to develop scientific
talent. The foundation sponsors the Wu Chien-Shiung Science Camp and the
Wu Ta-You Science Camp, which give talented high school and university
students an opportunity to learn from outstanding scientists from Taiwan,
Hong Kong, China, and around the world. In 2006, teachers included 2004
Nobel Chemistry Prize Laureate Aaron Ciechanover and three U.S. National
Academy of Science fellows.

The Foundation also sponsors international education by providing students
from National Tsinghua University and National Chiaotung University with
scholarships to study abroad for one year. The foundation also works closely
with leading universities on a wide-ranging program of chair professors
positions and lecture series.

2.2 Sponsorship of the Arts and Aesthetic Education

In 2006, the TSMC Foundaticn spensored the Netherlands' Royal
Concertgebouw Orchestra under chief conductor Mariss Janson to Taiwan
for two performances. The opening night of Beethoven was broadcast
outdoors due to popular demand, and TSMC invited schoolchildren from
remote school districts of Hsinchu and Tainan to the National Concert Hall
in Taipei. This year the Foundation also sponsored the first Taipei-Beijing City
Arts Festival, a week of Taipei artists” performances and exhibitions in Beijing
and a week of Beijing artists’ exhibitions and performances in Taipei. Other
ongoing aesthetic education pregrams include the TSMC Youth Literature
Award, and the "TSMC Aesthetic Education Tour”, a project organizing
tours for 10,000 elementary schoal children from rural areas around Taiwan
to visit National Palace Museum and other fine arts institutes.

The Taipei City Government Department of Cultural Affairs recognize TSMC
as an outstanding corporate sponsor of the arts in September 2006.

-

2.3 Contribution to Local Communities

For the past several years, the Foundation has focused on art and cultural
activities in Hsinchu and Tainan, where nearly twenty thousand TSMC
families are focated. The foundation has organized a TSMC Arts Festival
each year since 2003. The festival hosted 18 events in 2006 including
performances by violinist Anne-Sophie Mutter and Vienna Philharmonic
Qrchestra musicians. In all, nearly 30,000 people from the community
attended festival performances.

LONG-TERIM

Commitments Make
a Longer-lasting Impact than
One-time Events

2.4 The Employee Volunteer Program

The TSMC Foundation participates in social service through employee
volunteer programs. We initiated and organized the "'TSMC Guide Volunteer
Program" at the National Museum of Natural Science in Taichung for TSMC
employees and family te serve as guides on weekends at the IC exhibition
sponsored by TSMC. The number of velunteer guides has continued to
increase as in 2006 the program was opened to employee children aged
12-18, encouraging teenagers to start volunteering work at younger age.
The volunteer guides have served more than 300,000 visitors to the museum
and have been recognized as an “Outstanding Volunteer Team” by the
National Museumn of Science.

In addition, the Foundation has organized a "TSMC Reading Volunteer
Program”, now its third year, where employees and their families read stories
to elementary school children in remote townships. In 20086, the program
expanded with some 50 volunteer readers serving elementary schools in
Tainan, in additicn to some 70 volunteers serving schoofs in Hsinchu.
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AFFILIATE INFORMATION
AND OTHER

SPECIAL NOTES

TSMC's affiliates support our core foundry business with related services such as design service

and back-end assembly and test, enabling TSMC 1o provide customers with the most complete set of
solutions for their needs.




1. Affiliates

1.1 TSMC Affiliated Companies Chart

TSMC North America
Shareholding: 100%

TSMC Europe B.V.
Shareholding: 100%

TSMC Japan Limited
Shareholding:; 100%

TSMC Korea Limited
Shareholding: 100%

TSMC (Shanghai)
Company Limited
Shareholding: 100%

TSMC International
Investment, Ltd,
Shareholding: 100%

TSMC
Technology, Inc.
Shareholding: 100%

As of 12/31/2006

TSMC
Development, Inc.
Shareholding: 100%

WaferTech, LLC.
Shareholding:
99.996%

TSMC Partners, Ltd.
Shareholding: 100%

Taiwan Semiconductor
Manufacturing
Company, Ltd.

TSMC Global, Ltd.
Shareholding: 100%

InveStar
Semiconductor
Development Fund,
Inc.

Shareholding:
97.09%

Global Unichip Corp.
Shareholding: 37.88%

Global Unichip
Corp.-NA
Shareholding: 100%

Chi Cherng
Investment Co., Ltd.
Shareholding:
TSMC: 35.71%

Hsin Ruey: 64.29%

Global Unichip
Corp.-JP
Shareholding: 100%

Investar
Semiconductor
Development Fund,
Inc. {II} LDC.
Shareholding:
97.09%

Hsin Ruey
Investment Co., Ltd.
Shareholding:
TSMC: 35.71%

Chi Cherng: 64.29%

Emerging Alliance
Fund, L.P.
Shareholding: 99.5%

VentureTech
Alliance Fund I, L.P.
Shareholding: 98%

VentureTech
Alliance Fund Ill, L.P.
Shareholding: 98%
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1.2 Business Scope of TSMC and Its Affiliated Companies
TSMC's affiliates support the company’s core business of providing dedicated foundry services to custemners around the world. Several of TSMC's

affiliate companies are focused on investing in companies involved in design, manufacturing, and other related businesses in the semiconductor industry.
TSMC and its affiliates provide mutual support in technology, capacity, marketing and services to maximize synergy within the group, enabling TSMC to

provide its customers with the most complete dedicated foundry services worldwide and ensure TSMC's feading position in the global foundry market.

1.3 TSMC Affiliated Companies

Unit: NT (US, EUR, JPY, KRW)S thousands

As of 02/28/2007

Company Date of Incorporation | Place of Registration Capital Stock | Business Activities

TSMC North America Jan, 18, 1988 San Jose, California, USA uss 11,000 | Sales and marketing of integrated circuits and
semiconductor devices

TSMC Europe B.V. Mar. 04, 1994 Armsterdam, The Netherands EUR 9076 | Marketing activities

TSMC Japan Limited Sep. 10, 1997 Yokohama, Japan JPY 300,000 | Marketing activities

TSMC Korea Limited May. 02, 2006 Seoul, Korea KRW 400,000 | Marketing actiaties

TSMC {Shanghai) Company Limited Aug. 04, 2003 Shanghai, China Uss 31,000 | Manufacturing and marketing of integrated circuits and
semicanductor devices

TSMC International Investment, Ltd. Apr. 09, 1996 Tortola, British Virgin lslands uss 987,968 | Providing investment in companies involved in the
design, manufacture and other related business in the
semiconductor industry

TSMC Technology, Inc. Feb. 20, 199 Delaware, USA Uss 0.001 | Engineering support activities

WaferTech, LLC Jun. 03, 1996 Washington, USA uss 530,000 | Manufacturing, seling, testing and camputer-aided
designing of integrated circuits and other semiconductor
devices

TSMC Partners, Ltd. Mar. 26, 1998 Tortola, British Virgin {slands uss 300 [ Investment activities

TSMC Glebal, Ld. Jul. 13, 2006 Tortola, British Virgin isfands uss 1,284,000 | investment activities

Global Unichip Corporation Jan. 22, 1998 Hsinchu, Taiwan NT$ 1,089,176 | Researching, developing, manufaciuring, testing and
marketing of integrated dircuits

Global Unichip Corporation-JP Jun. 16, 2005 Yokohama, Japan la 10,000 | Marketing activities

Global Unichip Corporation-NA feb. 02, 2004 San Jose, California, USA uss 100 | Providing consulting services for products in the North
America region

XinTec Inc, Sep. 11,1998 Chungli, Taiwan NT$ 2,105,260 | Water level chip size package

Hsin Ruey Investment Ce., Lid. Jul. 13,1598 Taipei, Taiwan NTS 840,000 | Investment activities

Chi Cherng Investment Co., Ltd. Jul, 15,1998 Taipei, Taiwan NTS 840,000 | Investment activities

TSMC Development, Inc. Feb. 16, 1896 Delaware, USA uss 0001 | Investrent activities

InveStar Semiconductar Development Fund, inc. Sep. 10, 1996 Cayman Islands uss 6,483 | Investing in new stari-up technclogy companies

InveStar Semiconductor Development Fund, inc.{Il) LDC, Aug. 25, 2000 Cayman Islands s 52,839 | Investing in new stani-up technology companies

Emerging Alliance Fund, LP. Jan. 50, 2001 Cayman Istands uss 42,248 | Investing in new start-up technology companies

VentureTech Alliance Furd Il, LP. Feb. 27, 2004 Cayman Islands uss 24,100 | Investing in new start-up technology companies

VentureTech Alliance Furd Ill, L.P. Mar. 25, 2006 Cayman Islands uss 7,700 | Investing in new start-up technology companies

1.4 Common Shareholders of TSMC and its Subsidiaries or Its Affiliates with Actual of Deemed Control: none.
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1.5 Rosters of Directors, Supervisors and Presidents of TSMC’s Affiliated Companies

Unit: NT§, except shareholding As af 12/31/2006
Shareholding
Company Title Name
Amount %
TSMC North America Director Kenneth Kin
Director Rick Cassidy
President Ricx Cassidy - -
(TSMC holds 11,000,000 shares) (100%)
TSMC Europe B.Y. Director Kenneth Kin
Director Wendell Huang
Director Kees den Otter
President Kees den Otter - -
(TSMC halds 200 shares) (100%)
TSMC Japan Limited Chairman Rick Tsai
Director Kenneth Kin
Director Makote Gnodera
Supervisor Lora Ho
President Makoto Ongdera - -
{TSMC holds 6,000 shares) (100%)
TSMC Korea Limited Director Wang Ta Ming
Director Chih-Chun Tsai - -
(TSMC holds 80,000 shares) (100%)
TSMC (Shanghai) Campany Limited Chairman F.C. Tseng
Director CL Wei
Director Y.C. Chao
Supenvisoi Lora Ho
President Y.C. Chao - -
{TSMCs investment U$%$371,000,000) (100%)
TSMC International Investment, Ltd. Director Lora Ho
Director Richard Thurston
President Lora Ho - -
{TSMC holds 587,968, 244 shares) (100%)
TSMC Partners, td. Director Lora Ho
Director Richard Thurston
President Lora Ha - .
(rSMC holds 300,000 shares) (100%)
TSMC Global, Ltd. None None {TSMCs investment U5$1,284,000,000) {100%)
TSMC Technology, Inc. Chairman Lora Ho
Directar Richard Thurston
President Lora He -
{TSMC International Investment Ltd. holds (100%)
1,000 sharas)
TSMC Bevelopment, inc. Chairman Lora Ho
Director Richard Thurston
President Lora Ho -
{TSMC International Irvestment Ltd. holds 1,000 (100%)
shares)
WalerTech, LiC Chairman Rick Tsai
Director Steve Tso
President Kuc-Chin Hsu -
{TSMC Development, Inc. holds 293,636,833 [ 99.996%)
areferred shares)
InveStar Semiconductor Development Fund, Ing. Director Wendell Huang -
(TSMC Interational invesiment Ltd. Holds (97.09%)
9,206,796 shares)
{continued}
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Shareholding

Campany Title Name moum "
InveStar Semiconducior Development Fund, Director Wendell Huang -
Inc.{iIy LDC.
{TSMC International Investment Ltd. holds {97.00%)
51,300,000 shares)
Emerging Alliance Fund, LP. Nene None (TSMCs investment US342,036,394) {99.50%)
VentureTech Alliance Fund I, L.P. None None (TSMCs irvestment US$23,618,000) (98%)
Ventureiech Alliance Fund IIl, LP. None None {TSMCs investment US$7,546,000) (98%)
Hsin Ruey Investment Co., Ltd. Director Wendell Huang {Representative of Chi Cherng {Chi Cherng's investrment NT$540,000,080) (64.29%)
Investment Co., Ltd) {TSMCs investmen1 NT$299,999,880) {35.71%)
Chi Cherng Investment Co., Ltd. Director James Chen {Representative of Hsin Ruey {Hsin Ruey's investmenrt NT$540,000,080) (64.29%)
lnwestment Co., Lid ) {TSMCs investment NT$299,599,880) {35.71%)
Global Unichip Carporation {Note} Chairran F.C. Tseng (Representative of TSMC} {TSMC hoids 41,263,171 shares} {37.88%)
Vice Chairman K.C. Shih (K.C. Shih holds 3,489,201 shares} (3.20%}
Director C.C. Lu (Representative of Chin Yu lavestment (Chin Yu holds 1,229,849 shares} {1.12%;
Ltd)
Director Ping Yang (Representative of TSMC)
Director Jim Lai {Representative of TSMC)
Director Jasen Chen (Representative of TSMC)
Director CT. Hsing 0 0%
Director W.C Liv 0 0%
Direcior SC.L ] 0%
Supervisor Lora Ho (Representative of TSMC)
Supervisor CH. Kao 0 0%
Supervisor Yu lin 0 0%
President Jim Lai 0 %
Global Unichip Corporation-NA Director S.H. Cheng
Director Jim Lai
Supervisor K.C. Shih
President Jim Lai -
(GUC holds 100,000 shares) (100%)
Global Unichip Corporation-IP Director Jim Lai
Directar Chung-Lin Tsai
Directar S.H. Cheng
Supervisor K.C. Shih
President Chung-Lin Tsai - -
{GUC holds 200 shares) (100%)

Nate: On February 8, 2007, TSMC appointed Ms. Lora Ho to replace Mr. Yang Ping as a director and hr, Wendell Huang to replace Ms. Loza Ho as a supervisor.
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1.6 Operational Highlights of TSMC Affiliated Companies (Note)

Unit: NT$ thousands, except EFS(Y) As of 127312006
Company Capital Stock Assats Liabilities Net Worth Net Sales Incolme et Incame Basic EFS Rernark
froem Operation (Net of Tax} {Net of Tax)
TSMC North America 358,556 20,587,907 18,361,163 2,226,744 192,268,961 200,782 162,006 1473 -
TSMC Europe BV, 3910 83,810 39,069 49,71 250424 32,760 23,164 115,822.08
TSMC Japan Limited 82,350 109,316 13,559 95,757 229,826 10,493 2,963 493.88
TSMC Korea Limited 14,000 14,779 73 14,706 7,820 722 685 857
| TSMC (Shanghai) Company Limited 12,816,780 18,565,489 4,537,504 9,027,985 5,181,420 (814,454) (637,2200 N/A
; TSMC International Investment, Ltd. 32,203,805 37,371,650 10,777,911 26,593,749 3,805,727 2,802,648 2,802,637 284
! TSMC Technology, Inc. 0.033 935,015 737,547 197,468 80,159 10,839 13,366 13,365.84 '
InveStar Semiconductor Development 309,108 979,345 100,214 879,131 1,180,812 1,002,637 975,344 102,89
fund, inc.
InveStar Semiconductor Development 1,722,340 1,551,402 470 1,550,932 547,308 512,276 368,502 697
Fund, Inc.{ LDC.
TSMC Development, Inc. 0.032 14,862,485 {8,945} 14,871,430 3,450,384 3,448,741 3,441,085 3,443,085.13 *
WaferTech, WLC 17,275,880 10,328,023 1,033007 9.305,016 12,491,934 3,365,579 3,367,215 WA .
TSMC Partners, Ltd. 9,779 13,248,649 8,814,830 4,433,819 308,054 308,019 308,009 1,026.70
Emerging Alliance Fund, L.P. 1,377,116 803,184 5,611 797,573 0 (31,440 (2,644) N/A
Hsin Ruey tnvestment Ca., Ltd, 840,000 2,300,569 7.3 2,293,238 108,879 108,568 98,605 N/A
Chi Cheing Irvestment Co., L. 840,000 2,300,103 1315 2,262,776 108,892 108,682 99,647 NA
Global Unichip Carporation 1,089,176 2,786,238 1,077,444 1,708,794 3,358,747 220,137 237,295 244
TSMC Global, Ltd. 41,853,264 43523317 1,026,726 42,496,591 631,303 616,328 616,171 479,884 40
VentureTech Alliance Fund II, LP. 785,564 746,742 0 746,742 0 {23,151) (37.339) N/A
VentureTech Afliance Fund W, L. 250,929 230,148 9 230,143 2 121,382 {20,794) NiA
Global Unichip Corporation-JP 2,745 2,949 263 2,685 7.830 373 (61} (304.16)
Globa! Unichip Corporaticn-NA 3,259 6,964 568 $,396 42,022 2,001 1,714 17,14 *
* Base on U.S. GAAP
Note: Foreign exchange rates for batance sheet amounts are as follows:

$1 USD = $32.596 NT, $1 EUR = $42.97 NT, $1 IPY = $0.2745 NT, $1 RMB = $4.174 NT, $1 KRW = $0.035 NT
Foreign exchange 1ates for income statement amounts are as follows:
$1USD += $32.523 NT, $3 EUR = §$4C.9 NT, $1 JPY = SO.28 NT, $1 RMB = 34 079 NT, 51 KRW = S0.034 NT
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2. Status of TSMC Common Shares /ADRs Acquired, Disposed of and Held by Subsidiaries

{In thousands of NTD except number of shares)

Acquisition (Note 2) Disposal Balance {Note 1) Balance of | Balance of
Name of . Percentage . Investment Balance of o
B Paid-in Source of Transaction Guaranteg Financing
Subsidiary . ! Owned by Number of Number of Income | Number of Amount Pledged ) .
(Note 1) Capital Funding TMC Date Amount Amount {Loss) Shares Provided Provided
s r
Shares Shares 03! Shares {Nate 3} by TSMC by TSMC
Chi Cherng 840,000 Retained 36% | Year 2006 493,455 0 il 0 0 | 169472711 458,564 0 0 9
Investment earnings Year 2007 4} 0 0 Q 0| 16947271 458,564 0 Q 0
Co., Uid. {Note 1)
Hsin Ruey 840,000 Retained 36% | Year 2006 494,380 0 0 0 0 { 16,979,038 459,51 0 0 0
Investment earnings Year 2007 0 Q M J 0| 16,979,038 458,511 0 o] [}
Co., Ltd. {Nete §)

Note 1 As of 02/28/2007
Note 2: Stock dividend distributed in 2006
Nate 3: Carrying cost of TSMC shares

3. Special Notes

3.1 Private Placement Securities: nNone.

3.2 Regulatory Authorities' Legal Penalties to the Company, and the Company’s Resulting Punishment on Its
Employees: None.

3.3 Any Events in 2006 That Had Significant Impacts on Shareholders' Right or Security Prices as Stated in Item 2
Paragraph 2 of Article 36 of Securities and Exchange Law of Taiwan: Nore.

3.4 Other Necessary Supplement: none,
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CONTACT INFORMATION

Corporate Headquarters & Fab 12
8, Li-Hsin Rd. 6, Hsinchu Science Park, Hsinchu, Taiwan 300-77, R.O.C.
Tel: 886-3-5636688 Fax: 886-3-5637000

Fab 2, Fab 5
121, Park Ave. 3, Hsinchu Science Park, Hsinchu, Taiwan 300-77, R.O.C.
Tel: 886-3-5636688 Fax: 886-3-5781546

Fab 3
9, Creation Rd. 1, Hsinchu Science Park, Hsinchu, Taiwan 300-77, R.O.C.
Tel: 886-3-5636688 Fax: 886-3-5781548

Fab 6
1, Nan-Ke North Rd., Tainan Science Park, Tainan, Taiwan 741-44, R.0.C.
Tel: 886-6-5056688 Fax: 886-6-5052057

Fab 8
25, Li-Hsin Rd., Hsinchu Science Park, Hsinchu, Taiwan 300-77, R.0.C.
Tel: 886-3-5636688 Fax: 886-3-5662051 )

Fab 14

1-1, Nan-Ke North Rd., Tainan Science Park, Tainan, Taiwan 741-44, R.O.C.

Tel: 886-6-5056688 Fax: 886-6-5051262

TSMC North America

2585 lunction Avenue, San Jose, CA 95134, US.A.
Tel: 408-3828000 Fax: 408-3828008

TSMC Europe B.V.

World Trade Center, Zuidplein 60, 1077 XV Amsterdam, The Netherlands

Tel: 31-20-3059900 Fax: 31-20-3059911

TSMC Japan Limited

21F, Queen's Tower C, 2-3-5, Minato, Mirai, Nishi-ku, Yokohama
Kanagawa, 220-6221, Japan

Tel: 81-45-6820670 Fax: 81-45-6820673

TSMC (Shanghai) Company Limited

4000, Wen Xiang Road, Songjiang, Shanghai, China
Postcode: 201616

Tel: 86-21-57768000 Fax: 86-21-57762525

TSMC Korea Limited

15F, Annlay Tower, 718-2, Yeoksam-dong, Gangnam-gu
Seoul135-080, Korea

Tel; 82-2-20511688 Fax: 82-2-20511669

TSMC Liaison Office in India

tst Floor, Pine Valley, Embassy Golf-Links Business Park
Bangalore-560071, India

Tel: 91-80-41768615 Fax: 91-80-41764568

Copyright @ 2007 by Taiwan Semiconductor Manufacturing Company, Ltd. All rights reserved.

TSMC Spokesperson

MName: Lora Ho

Title: Vice President & CFO

Tel: 886-3-5636688 Fax: 886-3-5637000
Email; spokesperson@tsme.com

Deputy Spokesperson

Name: JLH. Tzeng

Title: Public Relations Deputy Director

Tel: 886-3-5055028 Fax: 886-3-5670121
Email: jhtzeng@tsmc.com

Auditors

Company: Deloitte & Touche

Auditors: Hung-Wen Huang, Ming-Cheng Chang

Address: 12F, 156, Sec. 3, Min-Sheng E. Rd., Taipei, Taiwan 105, R.O.C.
Te): 886-2-25459988 Fax: 886-2-25459366

Website: http:/fwww.deloitte.com.tw

Common Share Transfer Agent and Registrar

Company: The Transfer Agency Department of Chinatrust Commercial Bank
Address: SF, 83, Sec. 1, Chung-Ching 5. Rd., Taipei, Taiwan 100, R.0.C,

Tel: 886-2-23613033 Fax: 886-2-23116723

Website: hitp:/fiwww.chinatrust.com.tw

ADR Depositary Bank

Company: Citibank, N.A.

Depositary Receipts Services

Address: 388 Greenwich Street, New York, NY10013, U.S.A.
Website: http:/fwww.citigroup.com/adr

Tel: 1-877-248-4237 (toll free)

Tel: 1-781-575-4555 {out of US)

Fax: 1-201-324-3284

E-mail: citibank@shareholders-online.com

TSMC's depositary receipts of the common shares are listed on New York Stock

Exchange (NYSE) under the symbol TSM. The information relating to TSM is
available at hup://www.nyse.com and http://newmops.tse.com.tw
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1. Condensed Balance Sheet 2. Condensed Statement of Income

Financial Analysis from 2002-2006 Financial Analysis from 2002-2006
Unit: NT$ thousands. Unit: NT$ thousands (Except EPS: NT$)
Item 2002 2003 2004 2005 106 ltem 2002 2003 2004 2005 2006
Current Assets 94,747,405 158,526,272 173,667,311 197,562,416 193,676,010 Net Sales 160,961,329 201,904,341 255,992,427 164,588,364 113,881,635
Long-term Investments 34,078,495 37,955,353 73,291 863 80,659,601 137,378,205 Gross Profit 51,967,145 72,891 637 110,160,584 115,244 049 149,718,400
Fixed Assels 217,192,263 188,286,752 227,975,400 214,145,633 228,235,359 income from Operations 34,176,306 52,647,577 85,822,778 93013824 125,200,859
Other Assets. 23,097,348 11,638,485 12,616,636 15,172,165 14,295,330 Mon-operating Income and Gains 1,762,803 2,665,799 6785048 | 7,381,360 11,596,727 _
Current Liabiities Non-operating Expenses and Losses 8,826,744 4,285,101 1,829,242 6,575,761 *** 3,090,087
Before Distribution 11,160,103 30,537,984 60,638,852 32,184,415 42,805,154 Interest Revertue 1,008,147 819,377 1687681 | 2,506,768 *** 3,382,868
After Disteibution 31,673,588 43,691,881 110,460,630 97,609,015 L Interest Expense 2,119,935 1,576,343 1278072 | 1,180,484+ €61,200
Long-term Lisbilities 36,281 665 33,300,829 13,752,940 2,111,575 14,175,271 Income from Operations of Continued 27,112,455 51,028275 91,778,584 93,819.423 134,806,499
Orther Liabiltes 3,720,536 3,363,740 219,119 7,613.476 8,523,185 Segments - before Tax
Capital Stock 195,228867 | 2026661890 | 22519637 |  247,300246 | 258,296,873 ﬁ%ﬂ”ﬁ%ﬁuﬁé of Continued 1610291 41.238.700 IG5 | 935180 | 1BRIT
_ Capital Surplus 51004785 |  S6EHHS | 639729 SIIVTES | 5aT0749 NetIncorne 21,610,291 47058700 | o236115 | 93575035 | 122000731
_ Retained Earnings Earmings Per Share 114 233+ 197+ 379¢ a9
Before Distribution 40,792,197 71,100,090 113,730,016 142,771,034 197,124,532 sdiusied Eamings Por S Y e 1550 - -
After Distribution 23,841,390 26,845,412 49,195,999 70,114,801 . Caphaized et pppen 36,658 262109 - -
Untealized Loss on Long-term Invesiment (194,283) {35 - - - « Based on weighted average shares outsanding in each year
Cumulative Transaction Adjustments 945,129 225,408 2,226,427) (640,742) (1,191,165 ** Retroactive adjustment for capitalization of unappropriated earnings and honus to employees
Unrealized Gains on Financial Instruments . N B . 561515 *** Certain accounts of year 2005 have been reclassified to conform to year 2006 classifications
Tolal Assets 370,015,511 196,416,862 487,553,210 507,539,815 573,584,904
Total Liabilities
Bedore Distribution 74,162,304 67,202,553 83,587,841 61,909,466 65,603,620
After Distiibution 74,675,789 80,356,450 138,405,689 127,424,066 .
Total Equity
Before Distribution 295,853,207 329,214,309 398,965,299 f 445,630,349 507,981,284
Aker Distribution 295,339,722 316,060,412 349,143,521 _ 380,115,749 .

* Subject to change atter shareholders' meeting resclution
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3.2 Financial Analysis from 2002-2006 (Consolidated)

2002 2003 2004 2005 2006
Capital Structure Analysis Debts Ratio (%) 2422 1917 2010 14.10 13.34
Long-term Fund to Fixed Assets Ratio {%) N 140.48 175.65 166.58 194.69 209.38
Liguidity Anaysis Current Ratio (%) 257.43 547.46 28857 604.46 555.51
Quick Ratic (%) 123.68 502.20 261.62 549.94 506.39
Times Interest Earned {Limes) 1054 2614 63.92 67.69 152.46
Operating Performance Analysis Average Collection Turnover {times) 9.08 9.03 9.22 7.84 8.84
Days Sales Qutstanding 40.15 4041 39.60 46.54 41.28
Average Inventory Turnover {times) 10.46 10.98 10.21 8.91 225
Average Inventory Turnover Days 34.89 3324 35.74 40.94 44.22
Average Payment Turnover {times) 2350 1543 1475 14.37 1541
ed Assets Tumover {times} 066 0.96 0.9 1.09 1.25
Total Assets Turnover {limes) 042 0.50 0.51 0.51 0.54
Profitability Analysis Return on Total Assets (%) 633 12.30 2068 18.89 312
Return on Equity (%} 154 15.12 2536 2216 2664
Operating Income to Paid-in Capital Ratio (%) 15.86 2531 3805 36.78 4927
Pre-tax Income to Paid-in Capital Ratio {%} 13.66 25.25 39.55 38.12 52.22
Net iargin (%) 13.30 7328 35.90 35.13 40,07
Basic Earnings Per Share NT$) (Mote 1} 082 1.82 3.58 3.63 4.93
Diluted Earnings Per Share (NT$) (Note 1) « 082 1.82 3.63 4.92
Cash Flow Cash Flow Ratic (%) bEYEL 38144 447,65 437.46
Cash Flow Adequacy Ratio (%) 106.37 132.59 154.53 156.75
Cash Flow Reinvestment Ratio (5) . 17.81 17.97 12.64 14,36
Leverage Operaling Leverage 415 323 231 1.99
Financial Leverage 1.0% 1.04 1.02 .02 1.01
Analysis of Deviation over 20% - 2006 vs. 2005: 3. Operating income to capital stock increased by 34%, primarily due to 40% increase in operating income.
1. The times interest earned increased by 123%, primarily due to 41% increase in income before tax, and 37% decrease in interest expense. 4. Profit before tax to capital stack increased by 35%, mainly due to 41% increase in income before tax,
2. Return on total ssets and Return on equity increased by 22% and 20% respectively, maily due to 36% increase in net income 5. Eamings per share increased by 36%, mainly due to increase in net income,

Note 1: Retroactive adjustment for capitalization of unappropristed eamings and bonus 1o employees.

Note 2: Certain accounts of prior years have been reclassilied to conform to current vear dassifications.

{2) Days sales outstanding

5. Cash Flow
(1) Cash flow ratio

385 / Average Collection Turnover

{3) Average inventory turnover = Cost of Sales / Average Inventary = Met Cash Provided by Operating Activities / Current

= 365 / Average Inventory Turnover Liabilities
= Cost of Sales / Average Trade Payables (2) Cash flow adequacy ratio = Five-year sum of cash from operations / Five-year sum of

= Net Sales / Frzeqd Assets capital expenditures, inventory additions, and cash diidend
= Met Sales / Total Assets = { Cash Provided by Operating Activities - Cash Dividends ) /
( Gross Fixed Assets + Investment + Other Assets + Working
Capital}

{4) Average inventory turnover days
*Glossary : {5) Average payment turnover
. Capual Structure Analysis
(1) Debs ratio
(2) Long-term fund to fixed assets ratio

(8) Fixed assets tumover
= Total Liabilities / Total Assets {7) Total assets turnouer
= {Shareholders' Equity + Long-term Liabilities) / Net Fired Profiabitity Analysis

Assets {1} Return on total assets

{3} Cash flow reinvestment ratio

&=

= { Net Income + Interest Expenses * (1 - Effective tax rate)) /

2. Liquidity Analysis Average Total Assets G, Leverage
{1} Current ratio = Current Assets / Current Liabilties (2) Return on equity = Net Income / Average Shareholders’ Equity (1) Operating leverage = { Net Sales - Variable Cost ) / Income from Operations
(2} Quick ratio = {Current Assets - Inventories - Prepaid Expenses) / {3) Operating income to paid-in <apital ratio = Qperating Income / Paid-in Capital (2} Financial kverage = Income from Operations { { Income from Operations -
Current Lisbilities (4) Pre-tax income to paid-in capital ratic = Income before Tax / Paid-in Capital Inlerest Expenses }
(3) Times interest earned = Earnings before Interest and Taxes / Interest Expenses {5) Met margin = Net Income / Net Sales
3. Operating Performance Analysis (6) Earnings per share = { Net Income - Preferred Stock Diidend } / Weighted

(1) Average collection turnaver = Met Sales / Average Trade Recevables Average Number of Shares Outstanding
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7. Financial Statements for the Years Ended December 31, 2006 and 2005 and Independent Auditors’ Report

The Board of Directors and Shareholders
Taiwan Semiconducior Manufacturing Company Limited

We have audited the accompanying balance sheets of Taiwan Semiconductor Manufacturing
Company Limited as of December 31, 2006 and 2005, and the related statements of income, changes
in shareholders’ equity and cash flows for the years then ended. These financial statements are the
responsibility of the Company’s management. Qur responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with the Rules Governing the Audit of Financial Statements
by Certified Public Accountants and auditing standards generally accepted in the Republic of

China. Those rules and standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for cur opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Taiwan Semiconductor Manufacturing Company Limited as of December
31, 2006 and 2005, and the results of its operations and its cash flows for the years then ended in
conformity with the Guidelines Governing the Preparation of Financial Reports by Securities Issuers,
requirements of the Business Accaunting Law and Guidelines Governing Business Accounting with
respect to financial accounting standards, and accounting principles generally accepted in the
Republic of China.

We have also audited, in accordance with the Rules Governing the Audit of Financial Statements by
Certified Public Accountants and auditing standards generally accepted in the Republic of China, the
consolidated financial statements of Taiwan Semiconductor Manufacturing Company Limited and
subsidiaries as of and for the years ended December 31, 2006 and 2005, and have expressed an
ungualified opinion on the consolidated financial statements. ’

DPetoitly £ [ ue

lanuary 11, 2007
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Po,:mm,.no.w.mm.._.nn
The accompanying financial statements are intended only to present the financial position, results of
operations and cash flows in accordance with accounting principles and practices generally accepted
in the Republic of China and not those of any other jurisdiction. The standards, procedures and
practices to audit such financial statements are those generally accepted and applied in the Republic
of China.

For the convenience of readers, the auditors' report and the accompanying financial statements have
been translated into English from the original Chinese version prepared and used in the Republic

of China. If there is any conflict between the English version and the original Chinese version or

any difference in the interpretation of the two versions, the Chinese-language auditors’ report and
financial statements shall prevail.
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Taiwan Semiconductor Manufacturing Company Limited

STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

{In Thousands of New Taiwan Dollars, Except Earnings Per Share)

Total non-cperating expenses and losses

3,090,087

- B3Iag61

2006 2005
Amount % Amount %
GROSS SALES (Notes 2 and 23) 3 319.210,148 $ 270,315,064
SALES RETURNS AND ALLOAWANCES [Note 2) 5.328,5i3 5,726,700
NET SALES 313,881,635 100 264,588,364 100
COST GF SALES {Mates 17 and 23 164,163,235 52 149,344,315 56
GROSS PROFIT 149,718400 48 115,280,048 44
OPERATING EXPENSES {Notes 17 and 23}
Research and development 14,601,385 5 13,395,801 5
General and administrative 1,150,422 2 1,485,011 3
Marketing 1626736 1 1,389413 1
Total operating expenses 23418541 _ 8 22230225 _ 9
INCOME FROM OPERATIONS 126299859 40 93013824 35
NON-CPERATING INCOME AND GAINS
Equity in eamings of equity method investees, net (Notes 2 and 9) 5,526,727 2 - -
Interest income {Nates 2 and 3 3,382 868 i 2,508,769 1
Settlement income (Note 25) 867,506 1 950,046 -
Technical servica income (Notes 23 and 25} 670,297 - 491,267 -
Gain on disposat of property, plant and equipment and other assets
(Motes 2 and 23) 596,459 - 494,374 -
Valuation gain on financial instruments, net (Notes 2, 3, 5 and 22) 33,850 - - -
Foreign exchange gain, net {(Notes 2 and 3} - - 2,572,560 1
Others (Note 23) 419020 - 3634 .
Total non-operating income and gains 13,596,727 4 7,381,360 _ 2
NON-OPERATING EXPENSES AND LOSSES
Loss on settlement and disposal of finandial instruments, net
{Notes 2, 3 and 5} 1,623,882 1 3,742,312 2
Interest expense (Note 3} 661,200 - 1,180,484 -
foraign exchange loss, net {Note 2) 412,726 - - .
Loss on disposal of property, plant and equipment (Note 2) 240,985 - 59,992 -
Equity in losses of equity method investees, net {Notes 2 and 9) - - 1,052,045 .
Vatuation loss on {inancial instruments, set {Notes 2, 3,5 and 22} - - 337,160 -
Others 151,294 -] 03768 _ -
1

NET INCOME BEFCRE CUMULATIVE EFFECT OF CHANGES IN

2006 2005
Amount % Amount %
INCOME BEFCRE INCOME TAX 3 134,806,499 43 $ 93,819,423 35
INCOME TAX EXPENSE (Notes 2 and 16) 7,550,582) ) {244,388} -

ACCOUNTING PRINCIPLES 122,255,917 41 93,575,035 35

CUMULATIVE EFFECT OF CHANGES IN ACCOUNTING PRINCIPLES,
NET QF TAX BENERT OF NT$82,062 THOUSAND {Note 3} {246,186) . - -
NET INCOME $. 1270m70 41 [ 5 93575035 35

2006 2005
Betore After Before After
Income Tax Income Tax Income Tax Income Tax
EARNINGS PER SHARE {NT$, Note 21}

Basic earnings per share $_5s5n 8 493 [ % 364§ 363
Diluted earnings per share $ 50 08 _am |y 3§ 3.63

7 -

treated as an investment instead of treasury stock (Notes 2 and 20):

Certain pro forma information {after income tax} is shown as follows, based on the assumption that the Company’s st

ock held by subsidiaries is

2006 2005
NET INCOME BEFORE CUMULATIVE EFFECT OF CHANGES IN
ACCOUNTING PRINGPLES § 127338297 5 93,881,698
NET INCOME 3 121002051 $ 93881698
EARNINGS PER SHARE (NTS)
Basic earnings per share L 492 $ 36
Diluted earnings per share § 49 3 364

{Continued)

The accompanying notes are an integral part of the finandiat statements.
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Taiwan Semicenductar Manufacturing Company Limited

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

{In Thousands of New Taiwan Dollars)

10

2006 2005 2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES Proceeds from disposal of:
Net income ) 127,009,731 § 93,575,035 Available-for-sale financial assets H 73,212,019 5 101,609,384
Adjustments 1o recongile net income 10 net cash provided by operating Financial assets carried at cost 7119 16,598
activities: Investments accounted for using equity method 37,948 65,076
Depreciation and amortizaticn 66,699,455 67,991,423 Property, plant and equipment and cther assets . L2179 2,087,236
Amortization of premiumvdiscount of finandal assets 2,39% 120,872 Redemption of held-to-maturity financial assets upon maturity 10,410,000 14,595,394
Loss on disposal of available-far-sale financial assets, net 485 150,081 Proceads from seturn of capital by investes 162,354 -
Equity in losses {earnings) of equity method investees, net (5,526,727} 1,052,045 Increase in deferred charges (1,272,355) (847,721}
Dividends received from equity method investees 626,367 668,464 Decrease (increase) in refundable deposits {1,222,592) 1,71
Gain on disposal of investments accounted for using equity method
investees, net {26,031) Net cash used in investing actmities {117,301,784) (73,207,814
Gain on disposal of finandal assets cartied at cost, net {212)
Lass on impairment of financial assets camed at cost 36,608 CASH FLOWS FROM ANANGNG ACTMTIES
Gain on disposal of property, plant and equipment and other assets, net {355,474) {434,382) Cash dividends paid for common stock (61.825.061) (46,504.,057)
Deferred income taxes 179,828 (3,278,952 Cash borwus paid to employess (3.432,129) (3,086,215)
tass on ille assets 44,072 131,849 Increase in guarantee depasits 417,016 2,480,552
Danation of idle assets - 1207 Proceeds from exercise of employee stock opticns 575,197 270,929
Changes in operating assets and liabilities: Bonws to directors and supernvisors (257,410) {231,466)
Decrease lincrease) in; Repayrment of long-term bonds payable - (40,500,000}
Financial assets and | ies at fair value through prefit or loss 1,112,776 10,739
Notes and accounts receivable 4,313,654 {5,264,937} Net cash used in financing acthties (64,022,387} (57,570,297)
Receivables from related parties 4,181,095 14,914,565)
Allowance for doubtful receivables (285,413} @17 NET DECREASE IN CASH AND CASH EQUIVALENTS 14,756,126 19,851,765
Allowance for sales returns and others (1,518,904 942,055
Other receivables from related parties 985,419 (1,243126) CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 85,383 583 65,531,818
Other financial assets 188,109) 64,288
Inveniteries {2,894,259) (2,086,010) CASH AND CASH EQUIVALENTS, END OF YEAR $ 100,138,709 s 85,383,583
Prepaid expenses and other current assets (45,426) (84,341)
Increase (decrease) in: SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Accounts payable {1,908,427) 1,563,489 Interest paid $ 661,200 § 1212449
Payables to related parties {612,381) (1.224,371) Income tax paid $ $ 87,351
Income tax payable 4,034,530 3,435,985
Accrued expenses and other current lia 157,262 (1,001,293} INVESTING ACTIVITIES AFFECTING BOTH CASH AND NON-CASH TEMS
Accrued pension cost 68,724 360,196 Acquisition of property, plant, and equipment ] 76,026,104 § 51,363,935
Deferred eredits {95,745 95,144 Decrease (increase) in payables to contractors and equipment suppliers {1,810,293) 22,295,079
Cash paid $ 77215811 i 73,659,014
Net cash pravided by operating activities 196,080,297 150,629,876
) NON-CASH INVESTING AND FINANCING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES Current portion of bonds payable $ _ _7.000,000 $ ‘
Acquisiticns of; * Current portion of cther payables to related parties {under payables to
Available-for-sale financial assets (98,679,832 (99,436,242 related parties) ] 688,591 b1 693,956
Held-to-maturity financial assets (18,554,027) (14,199,142 Current postion of other Jong-term payable (under accrued expenses and
Financial assets carried at cost {12,940) 148,536 other current liabilities) $__ 61789 $ . _BeOm2
Investments accounted for using equity method (5,515,466) (3,392,649 Transfer of available-for-sale financial assets and other net assets
Propesty, plant and equipment (77.215811) {73,659,014) 10 investments accounted for using equity methed (Note &) §__ 39687637 L
{Continued) The aecompanying notes are an integeal pan of the financial statements. {Concluded)
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If there is objective evidence which indicates that a financial asset is impaired, a loss is recognized.
If, in a subseguent period, the amount of the impairment loss decreases, for equity securities, the
previously recognized impairment loss is reversed to the extent of the decrease and recorded as an
adjustment to shareholders’ equity; for debt securities, the amount of the decrease is recognized
in earnings, provided that the decrease is clearly attributable ta an event which occurred after the
impairment loss was recognized.

Held-to-maturity Financial Assets

Debt securities for which the Company has a positive intention and ability to hold to maturity are
categorized as held-to-maturity financial assets and are carried at amortized cost under the effective
interest method. Those financial assets are initially recognized at fair value plus transaction costs that
are directly attributable to the acquisition. Gains or losses are recognized at the time of derecognition,
impairment or amortization. A regular way purchase or sale of financial assets is accounted for using
settlement date accounting.

If there is objective evidence which indicates that a financial asset is impaired, a loss is recognized.
If, in a subsequent pericd, the amount of the impairment loss decreases and the decrease is clearly
attributable to an event which occurred after the impairment loss was recognized, the previously
recognized impairment loss is reversed to the extent of the decrease. The reversal may not result

in a carrying amount that exceeds the amortized cost that would have been determined as if ng
impairment loss had been recognized.

Allowance for Doubtful Receivables

An ailowance for doubtful receivables is provided based on a review of the collectibility of accounts
receivable. The Company determines the amount of allowance for doubtful recgivables by examining
the aging analysis of outstanding accounts receivable and current trends in the credit quality of its
customers as well as its internal credit policies.

Revenue Recognition and Allowance for Sales Returns and Others

The Company recognizes revenue when evidence of an arrangement exists, shipment is made, price
is fixed or determinable, and collectibility is reasonably assured. Revenues from the design and
manufacture of photo masks, which are used as manufacturing toals in the fabrication process, are
recognized when the photo masks are qualified by customers. Provisions for estimated sales returns
and others are generally recorded in the period the related revenue is recognized based on historical
experience, management’s judgment, and any known factors that would significantly affect the
allowance.

Sales prices are determined using fair value taking into account related sales discounts agreed to by
the Company and its customets. Sales agreements typically provide that payment is due 30 days from
invoice date for a majority of the customers and 30 to 45 days after the end of the month in which
sales occur for some customers. Since the receivables from sales are collectible within one year and
such transactions are frequent, fair value of the receivables is equivalent to the nominal amount of
the cash 1o be received.

12

Inventories

Inventories are stated at the lower of cost or market value. Inventories are recorded at standard cost
and adjusted to the approximate weighted-average cost at the balance sheet date. Market value
represents replacement cost for raw materials, supplies and spare parts and net realizable value for
work in process and finished goods. The Company assesses the impact of changing technology on
its inventories on hand and writes off inventories that are considered obsolete, Year-end inventories
are evaluated for estimated excess quantities and obsolescence based on a demand forecast within a
specific time horizon, which is generally 180 days or less. Estimated losses on scrap and slow-moving
items are recognized and included in the allowance for losses.

Investments Accounted for Using Equity Method
Investments in companies wherein the Company exercises sign

icant influence over the operating
and financial policy decisions are accounted for using the equity method. The Company's share of
the net income or net loss of an investes is recognized in the “equity in earnings/losses of equity
method investees, net” account. Prior to January 1, 2008, the difference, if any, between the cost
of investment and the Company’s proportionate share of the investee’s equity was amortized by
the straight-line method over five years, with the amortization recorded in the "equity in earnings/
losses of equity method investees, net” account. Effective January 1, 2006, pursuant to the revised
Statement of Financial Accounting Standards No. 5, “Long-term Investments in Equity Securities”
(SFAS No. 5), the cost of an investment shall be analyzed and the difference between the cost of
investment and the fair value of identifiable net assets acquired, representing goodwill, shall not be
amartized and instead shall be tested for impairment annually, The accounting treatment for the
investment premiums acquired before January 1, 2006 is the same as that for goodwill which is no
longer being amortized; while investment discounts continue to be amortized over the remaining
periods. When an indication of impairment is identified, the carrying amount of the investment is
reduced, with the related impairment loss recognized in earnings.

When the Company subscribes for additional investee’s shares at a percentage different from its
existing ownership percentage, the resulting carrying amount of the investment in the investee
differs from the amount of the Company’s share of the investee’s equity. The Company records such
a difference as an adjustment to long-term investments with the corresponding amount charged or
credited to capital surplus.

Gains or losses on sales from the Company to equity method investees are deferred in proportion to
the Company’s ownership percentage in the investees until such gains or losses are realized through
transactions with third parties. The entire amount of the gains or losses on sales to investees aver
which the Company has a conirolling interest is deferred until such gains or losses are realized
through subseguent sales of the related products to third parties. Gains gr losses on sales from
equity method investees to the Company are deferred in progortion to the Company's ownership
percentages in the investees until they are realized through transactions with third parties.
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Adjustments of prior years' tax liabilities are added to or deducted from the current year's
tax provision.

Income tax on unappropriated earnings at a rate of 10% is expensed in the year of shareholder
approval which is the year subsequent to the year the earnings are generated.

The R.0.C. government enacted the Alternative Minimum Tax Act (the AMT Act), which became
effective on January 1, 2006. The alternative minimum tax (AMT) imposed under the AMT Act is

a supplemental tax levied at a rate of 10% which is payable if the income tax payable determined
pursuant to the Income Tax Law is below the minimum amount prescribed under the AMT Act. The
taxable income for calculating the AMT includes most of the income that is exempted from income
tax under various laws and statutes, The Company has considered the impact of the AMT Act in the
determination of its tax liabilities.

Stock-based Compensation

Employee stock option plans that are amended or have options granted on or after January 1,

2004 are accounted for by the interpretations issued by the Accounting Research and Development
Foundation, The Company adopted the intrinsic value method and any compensation cost determined
using this method is recognized in earnings over the employee vesting period.

Treasury Stock

The Company’s stock held by subsidiaries is treated as treasury stock and reclassified from investments
accounted for using equity method to treasury stock. The gains resulted from disposal of the treasury
stock held by subsidiaries and cash dividends received by subsidiaries from the Company are recorded
under capital surplus - treasury stock transactions.

Foreign-currency Transactions

Foreign-currency transactions are recorded in New Taiwan dollars at the rates of exchange in effect

when the transactions occur. Exchange gains or losses derived from foreign-currency transactions or
monetary assets and liabilities denominated in foreign currencies are recognized in earnings. At the
balance sheet date, monetary assets and liabilities denominated in foreign currencies are revalued at
ng exchange rates with the resulting gains or losses recognized in earnings.

3. ACCOUNTING CHANGES

On January 1, 2006, the Company adopted the newly released Statements of Financial Accounting
Standards No. 34, "Financial Instruments: Recognition and Measurement” {SFAS No. 34) and No.
36, "Financial Instruments: Disclosure and Presentation” and related revisions of previously released
SFASs.

a. Effect of adopting the newly released SFASs and related revisions of previously released SFASs

The Company had categorized its financial assets and liabilities upon initial adoption of the newly
released SFASs. The adjusiments made to the carrying amounts of the financial instruments
categorized as financial assets or financial liabilities at fair value through profit or loss were
included in the cumulative effect of changes in accounting principles; the adjustments made to
the carrying amounis of those categorized as available-for-sale financial assets were recognized as
adjustments to shareholders’ equity.

The effect of adopting the newly released SFASs is summarized as follows:

Recognized as Cumtlative Recogrized as a

. Effect of Changes in S 9
N Lo parate Component af
Accounting Principles Shareholders' Equity

[Net of Tax)

Financial assets or fabifities at fair value through profis or loss ] {246,185) $ -
Available-for-sale financial assets - -
] (246,186} s :

The adoption of the newly released SFASs resulted in a increase in net income before cumulative
effect of changes in accounting principles of NT$280,036 thousand, a increase in net income of
NT$33,850 thousand, and a increase in basic earnings per share {after income tax} of NT$0.001,
far the year ended December 31, 2006.

Effective January 1, 2006, the Company adopted the newly revised SFAS No. 5 and SFAS No. 25,
which prescribe that investment premiums, representing goodwill, be assessed for impairment at
least on an annual basis instead of being amortized. Such a change in accounting principle did
not have a material effect on the Company's financial staterments as of and for the year ended
December 31, 2006.
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4. CASH AND CASH EQUIVALENTS

December 31

006 2005

Cash and deposits in banks 3 68,898,115 $ 37,007,192
Repurchase agreements collaterized by government bonds 31,201,584 47,963,226
Corposate notes - 433,155
$ 100139709 § 85383583

5. FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THROQUGH PROFIT OR

LOSS
December 31
2006 2005
Derivatives - financial assets
Forward exchange contracts H - $ 26,720
Cross currency swap contracts 44,601 1,354,185
S e § 130005
Derivatives - financial liab
Cross currency swap contracts 1 18,751 $ 134279

The Company entered into derivative contracts during the years ended December 31, 2006 and 2005
ta manage exposures due to fluctuations of foreign exchange rates. The derivative contracis entered
into by the Company did nat meet the criteria for hedge accounting prescribed by SFAS No. 34.
Therefore, effective from January 1, 2006, the Company discontinued applying hedge accounting
treatment for its derivative contracts.

Outstanding forward contracts as of December 31, 2005:

Outstanding cross currency swap contracts as of December 31, 2006 and 2005;

Maturity Date

Contract Amount
(in Thousands)

Range of
Interest Rates Paid

Range of
Interest Rates Received

December 31, 2006
January 2007 to February 2007

Decernber 31, 2005

January 2006 to March 2006

usy 820,000

ss 2,08%,000

319%-5.91%

4.15% - 4 54%

0.90%-3.25%

002%-211%

The Company did not enter into any interest rate swap contract during the year ended December 31,
2006. The Company rescinded all interest rate swap contracts in the first quarter of 2005 before their

original matu

the "loss on settiement and disposal of financial instruments” account.

s. The rescission loss of NT$28,295 thousand has been reclassified and included in

Net losses arising from derivative financial instruments for the year ended December 31, 2006 were
NT$1,615,796 thousand {including realized settlement losses of NT$1,649,646 thousand and a

valuation gain of NT$33,850 thousand).

6. AVAILABLE-FOR-SALE FINANCIAL ASSETS

. Contract Amount
Currency Maturity Date {In Thousands)

December 31, 2005
Sall USH/NTS January 2006 usy 60,000

Decemnber 31
2006 2005
Open-end mutual funds $ 25,967,061 ] 6,198,982
Corporate bonds 4,150,202 11,853,004
Government bonds 1,998,067 1,716,279
Stuctured tme depasits 499 242 -
Agency bands - 14,496,728
Corporate issued asset-backed securities - 11,582,590
Corporate notes - 263,249
Money market funds - 260,686
Publicly-traded stocks - 21,280
32,614,572 45,452,838
Current portion {25,967,061) _ (46452,838)
§ o ___sssi) s
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9. INVESTMENTS ACCOUNTED FOR USING EQUITY METHOD

11. PROPERTY, PLANT AND EQUIPMENT

Accumulated depreciation consisted of the following:

December 31
2006 2005

Carrying % of Carrying % of

Amount  Cwnership Amount  Ownership
TSMC Global (Note 6) § 42496592 100 (3 - -
TSMC International Investment Ltd. (TSMC Internaticnal) 26,593,749 100 23912,812 100
TSMC {Shanghai} Company Limited (TSMC-Shanghai) 9,027,984 100 9,438,856 100
Systems on Silicon Manufacturing Company Pre Ltd. (SSMC) 7,950,869 39 4,215,200 32
Vanguard International Semiconductor Corparation (VIS) 5,741,870 7 5419,747 7
TSMC Partners, Ltd. (TSMC Partners) 4433819 00 4091,166 100
TSMC North America (TSMC-North America) 2,014,950 100 1,790,186 100
emerging Aliance Fund, LP. (Emerging Allance) 793,585 99 850,534 99
VentureTech Alliance Fund II, LP. (VTAF 11} 733,130 98 542,479 98
Global UniChip Corporation (GUQ) 629,755 38 442,233 45
VentureTech Alliance Fund Ill, L.P. (VTAF Il) 228,005 98 - -
Chi Cherng Investment Co., Ltd. (Chi Cherng) 115,507 £ 78,139 38
Hsin Ruey Investment Co., Ud. (Hsin Ruey} 114,257 36 77415 36
TSMC Japan K.K. (TSMC-Japan) 95,757 100 94,549 100
Taiwan Semiconducter Manufacturing Company Europe 8.V, (TSMC-Europe) 45,741 100 23,087 100
Taiwan Semiconductor Manufacturing Company Korea (TSMC-Korea) 14,106 100 - -

$101,042,356 $_51.076,803

Decernber 31
Ngm 2005
Buildings $ 49,595,917 b 42,902,526
Machinery and equipment 361,401,800 310,626,317
Office equipment 6,469,533 5,662,986
$ 417,467,250 ] 359,191,829

No interest was capitalized during the years ended December 31, 2006 and 2005.

12. DEFERRED CHARGES, NET

In November 2006, the Company acquired 81 thousand shares in SSMC from EDB Investments Pte
Ltd. under a Shareholders Agreement. After the acquisition, the number of SSMC shares owned by
the Company increased from 382 thousand to 463 thousand; the percentage of ownership increased
from 32% to 39%.

For the years ended December 31, 2006 and 2005, net equity in earnings of NT$5,526,727 thousand
and net equity in losses of NT$1,052,045 thousand were recognized, respectively. The carrying
amounts of the investments accounted for using the equity method and the related equity in earnings
or losses of equity method investees were determined based on the audited financial statements of
the investees as of and for the same periods ended as the Company.

10. FINANCIAL ASSETS CARRIED AT COST

December 31
2006 2005
Technology license fees b 4,038,551 $ 4,985,806
Software and system design costs 1,517 575 1,623,276
Others 36,942 72,062
§ 5503068 m 6,681,144
13. BONDS PAYABLE
December 31
2006 2005
Damestic unsecured bonds:
Issued in December 2000 and repayable in Decernber 2005 and 2007 in two
installments, 5.25% and 5,36% interest payable annually, respactively $ 4500,000 ) 4,500,000
Issued in January 2002 and repayabfe in January 2007, 2009 and 2012
in threa instaliments, 2.60%, 2.75% and 3.00% interest payable annually,
respectively 15,000,000 15,000,000
19,500,000 19,500,000
Current portion (7,000,000} .
S 12500000 5. 19500000

Decernber 31
2006 2005
Non-publicly traded stocks b 364,913 § 472,500
Mutual funds 347,930 334950
s g4

As of December 31, 2008, future principal repayments for the Company’s bonds were as follows:

Year of Repayment

Amount

2007
2009
2012

7,000,000
8,000,000

4,500,000

) 18,500,000
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16. INCOME TAX

a. A reconciliation of income tax expense based on "income before income tax” at statutory rate and

income tax currently payakle was as follows:

Years Ended December 31

2006

2005

Income tax expense based on “income befere income tax” at
statutory rate (25%)
Tax effect of the foliowing:

$ (33,701,625)

$ (23,454,856}

The astimated creditable ratio for distribution of earnings of 2006 and 2005 was 0.54% and

2.88%, respectively.

The imputation credit allocated to shareholders is based on its balanca as of the date of dividend

distribution. The estimated creditable ratio may change when the actual distribution of imputation

credit is made.

e. All earnings generated prior to December 31, 1987 have been appropriated.

f. As of Decemnber 31, 2006, investment tax credits consisted of the following:

Tax-exempt income 12,274,041 12,243,435
Temporary and permanent differences 2,080,110 (860,918)
Cumuiative effect of changes in accounting principles 82,062 -
additional tax at 10% on unappropriated earnings {1,156,130) (1,489,709
Income tax credits 12,115,377 10,110,561
Income tax currently payable $ {7,706,165) § (3,451,487}
k. Income tax expense consisted of the following:
Years Ended December 31
2006 2005
Income tax currently payable $ (7,706,163} § (3,451,487
Other income tax adjustments 335,411 {71,853
Net change in deferred income tax assets
Investment tax credits {3,908,879) (2,018,813)
Temporary differences 1,522,734 1,768,265
Adjustment in valuation allowance 2,206,317 3,529,500
Income tax expense $ 7,550,582 $ {244,388
c. Net deferred income tax assets consisted of the following:
December 31
2006 2005
Current deferred income tax assets
Investment tax credits 5 7,832,000 $ 7,013,000
Noncurrent deferred income tax assets, net
Investment tax credits b 12,124 892 4 16,852,771
Temporary differences 840,464 (682,270)
valuaticn allowance (7,204 229) (9,410,546)
$ 5,761,127 $ 6,759,055

Total Remaining
Requlation Item Creditable Creditable Expiry Year
Amount Amount
Statute for Upgrading Purchase of matchinery and $ 2,685,805 | & - 2006
Industries equipment 4,113,439 - 2007
6,802,469 3,955,466 2008
6,030,309 6,030,309 2009
5,114,762 5,114,762 2000
3 24746784 | § 15100537
Statute for Upgrading Research and development 5 1,780,480 | 3§ - 2006
Industries expenditures 1,245,142 - 2007
1,627,095 1,627,095 2008
1,534,230 1,534,230 2009
1,534,050 1,534,050 2010
§ 7720997 | § 4695375
Statute for Upgrading Personnel training ’ 27311 | % - 2006
Industries 16,197 - 2007
40,734 0,734 2008
40,442 40,442 2009
$ 124684 | § 81,176
Statute for Upgrading Investments in important $ 79,804 | % 79,804 2010
Industries technelogy-based enterprises

income tax:

g. The profits generated from the following expansion and construction projects are exempt fram

Tax-Exemption Pericd

d. Integrated income tax information:

The balance of the imputation credit account as of December 31, 2006 and 2005 was NT$

828,612 thousand and NT$20,087 thousand, respectively.

20

Construction of Fab 8 - modules B

Fxpansion of Fab 2 - modules Aand B, Fab 3, Fab 4, Fab 5and Fab &

Construction of Fab 12

2002 to 2005
2003 to 2006
2004 10 2007

h. The tax authorities have examined income tax returns of the Company through 2003.
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The appropriations of earnings for 2005 and 2004 had been approved in the shareholders’ meetings
held on May 16, 2006 and May 10, 2005, respectively. The appropriations and dividends per share
were as follows:

Appropnation of Earnings Dividends Per Share (NT$)

For Fiscal Year 2005 | For Fiscal Year 2004 | Far Fiscal Year 2005 | For Fiscal Year 2004
Legal capital reserve % 9357503 | % 8,820,201
Special capital reserve {1,585,685) 2,226,427
Employees' profit sharing - in cash 3432129 3,086,215
Employees' profit sharing - in stock 3,432,129 3,086,215
Cash dividends to shareholders 61,825,061 46504097 | § 250 1% 200
Stack dividends to sharcholders 3,706,504 11,626,024 015 050
Bonus to directors and supenvsors 257,410 231,466

$ 80428051 | § _ _ 75580645

The sharehalders’ meeting held on May 16, 2006 also resolved to distribute stock dividends out of
capital surplus in the amount of NT$3,709,504 thousand.

The amounts of the above appropriations of earnings for 2005 and 2004 are consistent with the
resclutions of the meetings of the Board of Directors held on February 14, 2006 and February 22,
2005, respectively. If the above bonus ta empleyees, directors and supervisors had been paid entirely
in cash and charged to earnings of 2005 and 2004, the basic earnings per share (after income tax)
for the years ended December 31, 2005 and 2004 shown in the respective financial statements would
have decreased from NT$3.7% to NT$3.50 and NT$3.97 to NT$3.70, respectively.

The shares distributed as a bonus to employees represented 1.39% and 1.33% of the Company's total
outstanding common shares as of December 31, 2005 and 2004, respectively.

As of January 11, 2007, the Board of Directors had not resolved the appropriation for earnings of
2006,

The above information about the appropriations of bonus to employees, directors and supervisors is
available at the Market Observation Post System website.

Under the Integrated Income Tax System that became effective on January 1, 1998, R.O.C. resident
sharehalders are allowed a tax credit for their proporticnate share of the income tax paid by the
Company on garnings generated since January 1, 1998,

22

19. STOCK-BASED COMPENSATION PLANS

The Company's Employee Stock Opticn Plans under the 2004 Plan, 2003 Plan and 2002 Plan were
approved by the SFB on January 6, 2005, October 29, 2003 and June 25, 2002, respectively. The
maximum number of options authorized to be granted under the 2004 Plan, 2003 Plan and 2002
Plan was 11,000 thousand, 120,000 thousand and 100,000 thousand, respectively, with each option
eligible to subscribe for one common share when exercisable. The options may be granted to qualified
employees of the Company or any of its domestic or foreign subsidiaries, in which the Company’s
shareholding with voting rights, directly or indirectly, is more than fifty percent (50%). The options of
all the plans are valid for ten years and exercisable at certain percentages subsequent to the second
anniversary of the grant date, Under the terms of the pians, the options ara granted at an exercise
price equal to the closing price of the Company's common shares listed on the TSE on the grant date.

Options of the aforementioned plans that had never been granted or had been granted but
subsequently cancelled had expired as of December 31, 2006.

Infarmation about outstanding options for the years ended December 31, 2006 and 2005 was as
follows:

Number of Options Weighted-Average
{In Thousands) Exercise Prica {NT$)

Year ended December 31, 2006
Balance, beginning of year 67,758 $ 394
Options granted 2,158 40.1
Options exercised {14,550) 40.1
Options cancelled (3,152} 43.7

Balance, end of year

Year ended December 31, 2005
Balance, beginning of year
Optiens granted

Qptions exercised

Options cancelled

Balance, end of year
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22. DISCLOSURES FOR FINANCIAL INSTRUMENTS

a. Fair values of financial instruments were as follows:

December 31
2006 2005
Carrying . Carrying .
Amount Fair Value Amount Fair Value
Assets
Financial assets at fair value through profit or loss $ 44601 | § 44601 | 1,380,305 | § 818,550
Avallable-lor-sale financial assets 32,614,572 32,614,572 46,452,838 46,452,838
Held-to-maturity financiat assets 37,484,318 37,375,517 29,377,817 29,063,831
Investments accounted for using equity method
{with market price} 6,371,625 17,044,040 5,419,747 10,991,064
ies at fair value through profit or loss 10,751 10,751 234,279 173
Bonds payable (including current portion) 12,500,000 19,817,149 18,500,000 19,924,823
Other lang-term payables (including current portion) 2,981,754 2,981,754 4,174,603 4,174,603

b. Methods and assumptions used in the determination of fair values of financial instruments

1) The aforementioned financial instruments do neot include cash and cash equivalents, receivables,
other financial assets, payables, and payables to contractors and equipment suppliers. The carrying
amounts of these financial instruments approximate their fair values.

2) Fair values of financial assets/liabilities at fair value through profit or loss were determined using
valuation techniques incorporating estimates and assumptions that were consistent with prevailing
market conditions.

3) Fair values of available-for-sale and held-to-maturity financial assets were based on their quoted
market prices; while fair values of structured time deposits were estimated using valuation
techniques.

4) Fair value of bonds payable was based on their quoted market price.

S) Fair value of other long-term payables was based on the present value of expected cash flows,
which approximates their carrying amount.

¢. Gains recognized for the changes in fair value of derivatives estimated using valuation technigques
were NT$33,850 thousand for the year ended December 31, 2006.
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d. As of December 31, 2006 and 2005, financial assets exposed to fair value interest rate risk were
NT$70,143,491 thousand and NT$77,19C,280C thousand, respectively, financial liabilities exposed
to fair value interest rate risk were NT$10,751 thousand and NT$234,279 thousand, respectively,
and financial assets exposed to cash flow interest rate risk were NT$7,171,120 thousand and
NT$7,227,000 thousand, respectively.

e. The Company recognized an unrealized gain of NT$242,248 thousand in shareholders' equity for
the changes in fair value of available-for-sale financial assets for the year ended December 31,
2006. The Company also recognized an unrealized gain of NT$319,367 thousand in shareholders’
equity for the changes in available-for-sale financial assets held by equity method investees for the
year ended December 31, 2006.

f. Information about financial risks

1) Market risk. The derivative financial instruments categorized as financial assets/liab
value through profit or toss are mainly used to hedge the exchange rate fluciuations of foreign-
currency-denominated assets and liabilities. Therefore, the market risk of derivatives will be offset
by the foreign exchange risk of these assets and liabilities. Available-for-sale financiai assets held
by the Campany are mainly fixed-interest-rate debt securities. Therefore, the fluctuations in market
interest rates would result in changes in fair values of these debt securities.

2} Credit risk. Credit risk represents the potential loss that would be incurred by the Company if the
counter-parties or third-parties breached contracts. Financial instruments with positive fair values
at the balance sheet date are evaluated for credit risk. The counter-parties or third-parties to the
foregeing financia
government agencies. Management believes that the Company’s exposure to default by those
parties is low.

instruments are reputable financial institutions, business organizations, and

3) Liguidity risk. The Company has sufficient operating capital to meet cash needs upon settlement of
derivative financial instruments and bonds payable. Therefore, the liquidity risk is low.

4) Cash flow interest rate risk. The Company mainly engages in investments in fixed-interest-rate
debt securities. Therefore, cash flows are not expected to fluctuate significantly due to changes in
market interest rates.




T4

{panunuo])
TR AT s |6 TZLoot] g
¥ LE0'S0E z W e13sip
£ 07L017 4 LET19T {US S10N 335 ‘BWODLN DS [RIUAY Auewnd) SIA
£ vEZ'08L 3 S6TBLT 1eyBueys-INS)
¥ frzolE $ | ¢ £96'FLE $ (P57 310N 335 '3W0IU1 U35 | fuewnd) JNGS
sujeb pue awoouy Buneiade-uay
9 099658 § | w0 T8ETow 3
T BlZwES - - BBIA
£l 18£'sZ1 § | o 195'10% H teyBieys-NS L
luawdinbd pue weyd ‘Aadod jo sajes
: o7 6! $ 7T odee i
- : : 6857E ABojouyday JWsL
- £9%'61 $ | - 1Z0'6E $ onn
535UaG JuBWdoIAIP puB LDIRSEY
N 7K ] s |- 0971 3 N9
asuadha |eYual - 55uadx3 ANRIISILIIPE PUE (JAUAG
¥ DA var $ | € [TINT A
— — T8 2CY-INSL
al Iz st 14224 adoing-owsy
21 S¥9'EvZ | 9t BSLP5T H uedef-Os]
UBISSILWIOY - Sasudka Bunayew
T O I P06'5aL ; (257 108 sclyyg
533} FIUEISISSE [EAUY) - 5asusdxa Buunpejnueyy
I rme s | 0 T
o Iy 8 BERLIEE SIA
4 0£0'507'L 0l £FR'SOYY reybueys-OWSL
sl 9'6LLS 51 2£9'028°9 JINSS
8 ELELEVLL | i 755'0E5°T) ) 23 J3)8A8
SEERYIng
85 S26:9551 $ | 19 SEBOSHSEL
- 6ezosm | - wuse syl
1 024'862E 1 06620y sdinyg
5 gI6819'EsL § | B ELOGSKOGL  § ALY JHON-JNSL
53|PS
ek 3y 04
% unowy % wnouny
S002 5007

2.e 'S310U JDY10 Ul PASO[ISIP 9SOU) UBY] JAY10 ‘Saled pausciiualialo)e Syl Ypm SUoIidesue. |

'SAMO|[0f SB PAZIBLILINS

'2N1DNNS JuIwisaau Ul s3bueyd
0) anp poyjaw ANnba sy Buisn Joy PaIUNO33E 33153AUI 1081PUY UE LB BIISIA ‘SO0T JHGWACN
ul buluuiBag fsas91u1 Butonuol e pey Auedwod Byl Yoy JBA0 adsaaul ue A|[euibuo ‘es3sip

33)159AUI 13311pU| °}

{ABojouya) JWSL) 2u| *ABojouyda] INSL
{423L1958A0) D11 "Yd3LIBJem

L]

{poyaw Aunba Buisn 1oj palunoae) JINSS
{poy1aw Aynba Buisn Joj palunoae) §IA
(¥saarul Buoaued B yum) DNo

$331SIAU| P

BRI -DINSL

ueder-JNSL

ado/n3-JNSL

. teyBueys-oNsL
BIUAWY YLON-DIASL

‘Auedwo) ay) Jo Jepjoysieys Jolew e 'sdijiyd 'q

'g0G7 1290120 Ui paufisas oym ‘siosiuadns
51| }0 3UO0 Sear AuedwoT AU} JO UBWINIBYD 3Y) ‘(Y LI} 9INHISU| Ydieasay ABojouydal (episnpu) e

'saled pale@: Bumo||o) Byl Yim suansesuel sssuisng u) sabebua Auedwon ay)

SNOILDVYSNVYHL ALHYd J3LVv13Y "£2




2006 2005
Amount % Amount %
As of December 31
Receivables
TSMC-North America 5 16,461,956 97 5 20,407,621 97
Philips 250,919 2 573,565 3
Others 156634 _ 1 69,418 -
31689509 100 | 3 21050504 100
Other receivables
TSMC-Shanghai 3 123,853 28 L} 283593 2
vis 111,913 27 74,457 4
SSMC 69,568 15 148,251 8
TSMC-North America 59,547 13 148,505 14
VisEra 58,980 k] 374,202 21
TSMC Technology 3785 i 972,563 54
Othess 1162 _ 3 143 _ -
$_ 426 100 |3 1LIHT4 100
Payables
WaferTech 3 864,733 FIT 113,077 35
vis 7,562 22 563,240 17
Philips 588,591 21 683,958 21
TSMC-Shanghai 478,714 14 214,840 9
SSMC 459,305 14 485,873 15
Others 118011 3 91,091 3
$ 3396 100 | 53242197 100
Other long-term payables
Philips {Note 25a) $ 403375 00| § 1,100,475
Deferred credits
TSMC-Shanghai H 723,661 6l |3 641,762 51
VisEra 124350 _ 11 186,525  _ 15
$ 848,011 13 828287 66

{Concluded)

The terms of sales to related parties were not significantly different from those of sales to third
parties. For other related party transactions, prices were determined in accordance with mutual
agreements.

The Company deferred the gains (classified under the deferred credits) derived from sales of property,
plant and equipment to TSMC-Shanghai and VisEra, and then recognized such gains (classified under
the non-operating income and gains) over the depreciable lives of the disposed assets.
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The Company leased part of its office space from GUC with a quarterly rental of NT$4,186 thousand;
beginning from June 2006, the renewed quarterly rental was NT$3,473 thousand. The Company also
leased certain buildings and facilities to VisEra with a monthly rental of NT$7,684 thousand {classified
under the non-cperating income and gains).

24. SIGNIFICANT LONG-TERM LEASES

The Company leases several parcels of land from the Science Park Administration. These operating
leases expire on various dates from March 2008 to December 2020 and can be renewed upon
expiration.

As of December 31, 2006, future lease payments were as follows:

Year Amount
2007 $ 221,646
2008 260.249
2009 251,671
2010 204,503
2011 203,089
2012 and thereafter 1,487,039

5 2,698,297

25. SIGNIFICANT COMMITMENTS AND CONTINGENCIES

The significant commitments and contingencies of the Company as of December 31, 2006, excluding
those disclosed in other notes, were as {ollows:

a. On June 20, 2004, the Company and Philips amended the Technical Cooperation Agreement, which
was originally signed on May 12, 1997, The amended Technical Cooperation Agreement is for
five years beginning from January 1, 2004. Upon expiration, this amended Technical Cooperation
Agreement will be terminated and will not be automatically renewed; however, the patent cross
license arrangement between the Company and Philips wifl survive the expiration of the amended
Technical Cooperation Agreement. Under this amended Technical Cooperation Agreement, the
Company will pay Philips royalties based on a fixed amount mutually agreed-on, rather than under
a certain percentage of the Company's annual net sales. The Company and Philips agreed to cross
license the patents owned by each party. The Company also obtained through P
cross patent licenses.

ps a number of

b. Under a technical cooperation agreement with ITRI, the R.0.C. Government or its designee
approved by TSMC can use up to 35% of TSMC's capacity if TSMC's outstanding commitments
10 its customers are not prejudiced. The term of this agreement is for five years beginning from
January 1, 1987 and is automatically renewed for successive periads of five years unless otherwise
terminated by either party with one year prior notice. The agreement was automatically renewed in
1992, 1997, 2002 and on January 1, 2007.
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g. Total purchases from or sales to related parties of at least NT$100 million or 20% of the
paid-in capital: Please see Table & attached;

h. Receivable from related parties amounting to at least NT$100 million or 20% of the paid-in capital:
Please see Table 7 attached;

i. Names, locations, and related information of investees on which the Company exercisas significant
influence: Please see Table 8 attached;

j. Information about derivatives of investees over which the Company has a controlling interest;

TSMC-Shanghai entered into forward exchange contracts during the year ended December 31,
2006 to manage exposures due to foreign exchange rate fluctuations.

Outstanding forward exchange contracts as of December 31, 2006:

. Contract Amount
Currency Maturity Date {In Thousands)

December 31, 2006
Buy UsS$/IPY January 2007 Y 38,610

Net realized settlement gains arising from TSMC-Shanghai’s forward transactions for the year
ended December 31, 2006 were NT$2,543 thousand.

k. Information on investment in Mainland China

1) The name of the investee in mainland China, the main businesses and products, its issued capital,
method of investment, information on inflow or outflow of capital, percentage of ownership,
equity in the net gain or net loss, ending balance, amount received as dividends from the investee,
and the limitation on investee: Please see Table 9 attached.

2) Significant direct or indirect transactions with the investee, its prices and terms of payment,
unreslized gain or loss, and other related information which is helpful to understand the impact of
investment in mainland China on financial reports: Please see Note 23.
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27. SEGMENT FINANCIAL INFORMATION
a. Industry financial infermation

The Company operates in cne industry. Therefore, the disclosure of industry financial information is
not applicable to the Company.

b. Export sales

Years Ended December 31
Area
2006 2005
Americas 5 153,974,683 § 119,838,520
Asia 102,121,046 99,594,071
Europe and others 29,109,649 20,041,920
§285203,378 § 23947451

The export sales information is based on the amounts billed to customers within the areas.

“c. Major customers representing at least 10% of gross safes

Years Ended December 31
2006 2005
Amount % Amount %
Customer A ] 190,459,073 80 ] 153618916 .« 57
Custemer B 25,214,873 8 29,798,338 1




6%

52yl Anba Y] JO 06 1940 A1591pul puR A132.1p SPIOY AUEALIOD 3y Y3IA Ul 3315DAUI U 51UDS3.da) € 'ON YL

“J5213)u A4nbE 3yl Jo 9,06 40 A1DRutp sproy Auedwon ay Yy u Aeipisqns B s1Uasaidal 7 ON dyYL 7 SN
"G0OZ 'LE FAquada( JO 38 Aueduia) L jO YBIOA 13U 3yl JO %67 1| 0N

“s10pAnQ jo pJeog
f pasoidde sswanyio
60009 £5N) ssapun ‘Auedwiod
- - - 09£'556'1 b 33)UeIenbAUBWRSIOPUA £ WBWdoRAS] JWSL
ayl 30 [epdey ukpred 3y
0] payiLLI| 0S| 8 pue
(oo0'oy s *Auedwo 3y} Jo yuom
12566921 H - - 3 $ Ov2'E0E’L H 13U AU O 01 pRIIION | T EJLRLIY YUON-DWSL JK5L 0
. saesenn (Z 310N)
UAWRIRIS [EDURLL 1531 SN0y AUeS
{1 B10N) 3|qEMO)|Y STUNOWY w_: %ow“u_w,_m_.zz uu“ _EmM_Mou %mﬁn_avu pue EaEn e mu_ucﬂaom: _.H—_ :r__ 50 eu.cmzo.m ﬂ_..__ wumc_.u e puswsiop] § Aved ”_n_w;“h:n“_hu_mx awey m_u_.s_m Hﬁ%mo o
3IIUBIENS/ARIIENOD) (WIMKLIXRLY 10 1UnoUIY pajEiLnaY 1O Ol padolg [BIA1E(IED j0 ANjEA uejeg buipu pouad a3 iu} 2uejeq el 191U Ye] UD S| Fe— n pu3
:um_u__uwam oSIMIBYLQ SSI|UN 'S1P||O¢] UBMIE] MAN JO SPUBSNOY| W m._.cnoc.._ﬁb
9002 ‘L€ ¥39W3D3Qa A3JN3 HY3IA JHL HO4
a3aIA0dd I3INYHYND/LNIWISHOANT
pajiui >Cmn_EOU mC_._Suumu—-.._C.wS_ J01INPpUOdIRS uemie]
' Z 31gvL
“Aupdiwa’) ay) Jo {eIkied pansst ayl Buipaaa 1oN (7 a1oN
“Bunueuy wial-yoys Joy Aessanau sjuasaudal 7 o adh ayy 1) alon
(7 230N}
(896286 $5N) jendes looe'se  $sm
SO8'E0ZZE § | W - s |- - S bunendy | - $ |z %08'L - § | mgort $ Digemn21 BRI | Wawdopag JNGY | JeUDILeIALU INSL !
{spuesnoy | i
ur §50n) Auedwo) {spuesnoyy (spuesnoi|
< 1o Buimoll anea way 109 Bupuevy | oo {1 210N) ursnl ur §sn)
U WNoUrY paliog 920 pea WA-L0YS v Bupueuny aley a1yl : poLRd Ay JUNODDY JUBWBELS (BIUBULY Ayed-1awned awep bupueuy | "oN
Bupueuy \J2e3 10§ ywn 194 BBMO|IY 10y suoseay vonJesuel] 10 304} aue|eg 103 Bduerey
sAuedwod Bupueuly Buipu3 -
Burueuy |e133eH0D k

{3sIMIBYI0 PBIYIBAS SSBIUM "SIB|[OQ UBMIE] MIN JO SPUBSTIOYL Ul SIUNOUIY)

9007 ‘L€ H38INID3IA AIANT HVIA JHL HOA
G3AINOYd DNIDNVNIA

saal1saAu| pue paywr Auedwo) Bulnideinuep JOIINPUOIILLIBS UBMIR]
| 318vL




TABLE 3

Taiwan Semiconductor Manufacturing Company Limited and Investees

MARKETABLE SECURITIES HELD
DECEMBER 31, 2006

{Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified)

Relationship with the

December 31, 2006

Market Value or

Held Company Name Marketable Securities Type and Name Company Financial $tatement Account ShareUnits Qéaac,mmm__.._m Percentageof | Net AsietValua | Mote
{In Thousands) :s_mn . n_m_w Ownership . (Ussin
ousands)
The Company Government bond
2004 Government Bend Senes B - Available-for-sale financial assets -8 999,779 NA | S 999,779
2003 Government Bond Series B - » - 988,288 N/A 898,288
2006 Government Bond Series © - Held-to-maturity financial assets - 3,657,320 A 3657446
2005 Government Bond Setfes A ] - 3,049,919 NA 3,049.726
2003 Government Bond Series B - " - 1,647,851 NA 1,645,17¢
2003 Asian Development Bank Govt. Bond - » - §35.840 NA 875,103
2003 Government Bond Series F - ’ - 797,299 NA 796,354
2004 Kaohsiung Municipal Series A - " . 620,000 A 618,760
2003 Government Bond Series H - " - 401,568 N/A 400,920
European Investment Bank Bonds - ” . 372,265 Y 400,000
2002 Government Bond Series 8 - ’ - 350,399 N/A 350,378
2004 Kaohsiung Municipal Series B - . - 249,998 N7& 250,004
2003 Eurgpean Bank for Recomspeuction and - L - 83,198 WA 90,000
Developement Govt. Bond Series A
Cpen-end mutual funds
_.,_,_mmm?n Fung Available-for-sale financial assets 22,219 3,655,939 WA 3,655,939
ABN AMRO Bond Fund . 175,156 2,639,459 NA 2,639,459
Fuh Hwa Bond - . 125,122 1,667,908 Na 1,667,908
Mega Diamond Bond Furd - ’ 139,333 1,602,947 NA 1,602,547
Prudential Finandial Bond Fund - ” 103,751 1,516,294 N/A 1,516,294
NITC Taiwan Bond - " 83312 1,314 569 NA 1,314,669
JF Taiwan Bond Fund - * 85,145 1,299,088 N/A 1,299,088
Cathay Bond - " 109,720 1,265,092 N/A 1,265,092
Jih Sun Bond Fund - ” 88,165 1,202,501 N/A 1,202,901
Dresdner Bond DAM Fund - . 95,553 1,107,206 N/A 1,107,206
ABN AMRQO Income - * 63,047 1,002,377 NA 1,0i2,377
President James Bond - ’ 65,496 1,010,426 WA 1,010,426
AIG Taiwan Bond Fund ’ 78,629 1,002,595 NA 1,002,595
JF Taiwan First Bond Fund Ll 66,826 939,082 N/A 939,082
Shinkong Chi Shin Bond Fund . 62,183 BS0.660 N/A 890,660
ABN AMRO Sedect Bond Fund r 76,593 868,076 NA 868,076
Taishin Lucky Fund - . 78,624 806,386 WA 806,386
Polaris De-Bao Fund - » 63,273 701,069 N/A 701,069
TiiM High Yield - » 44,685 534,863 NA 534,863
HSBC Taiwan Money Management - 4 34,083 506,250 NA 506,250
tnvesce Bond Fund - * 2176 403,774 N/A 403,774
Corporate bond
Hua Nan Bank - Available-for-sale financial assets - 1,545,854 WA 1,543,864
Cathay Bank - . - 1,158,576 N 1,459,576
Taiwan Power Company ’ - 1,046,799 WA 1,046,799
Formesa Petrochemical Corporation - . - 397,963 WA 387,963
Taiwan Power Company - Hold-to-maturity financial assets - 4,080,391 N/A 4,087,275
Formasa Petrochemical Corporation - 4 - 3,566,946 NA 3,563,249
Nan Ya Pastics Corporation - - - 2773810 NA 2,781,223
Chinese Petroleun Corporation - . - 1,451,378 NA 1,450,722
China Steel Corporation - 4 - 1,000,000 A 999,689
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December 31, 2006

ionshin wi . Market Value or
Held Company Name Marketable Securities Type and Name MM_MN_“U:.U with the Financial Statement Account Shares/Units n...isac,w__mm Percentage of |  Net Asset ﬂma_wm Note
{In Thousands) (LSS in Cravniership Uss
. Thousands)
Thousands)
wis Equity method investee lwestments accounted for using m | $ 82,661 - § 82,661
equity method
TSMC international Stock
InveStar Subsidiary Investments accounted for using 9,207 | US$ 26,185 97 | Uss 26,185
equity method
InveStar Il . 51,300 | USY 26,195 97 | uss 46,195
TSMC Development . 1 | usy 659,356 100 | USS 659,356
TSMC Technology Subsidiary * 1 Uss 6,058 100 us$ 4,473
TSMC Development WaferTech Investments accounted for u - | USs 282,420 100 | USS 282,420
equity method
Partners Comman stock
VisEra Hol tquity method investee Investments accounted for u 25000 | uss 34,000 49 | USsS 34,000
equity method
Emerging Afliance Common steck
Netlogic Micrgsystems, Inc. - Financial assets at fair value 84 | US§ 1,828 -1 Uss 1.828
through profit or loss
Piairn, Inc. - financial assets carned at cost 1,924 Uss 512 4 Uss 512
RichWave Technology Corp. - " 4,247 uss 1,648 13 uss 1,648
Global nvestment Holding lnc. - - 10,800 | § 100,000 61 100,000
Preferred stock
Tkanos Communication, Inc, - Available-for-sale finanial assets 515 | UsS 4473 21 uss 4,473
Audience, Inc. - Financial assets carried at cost 1,654 | US$ 250 1 uss 250
Axiom Microdevices, Inc. - " 1,000 | USS 1,000 3 | uss 1,000
Centrality Comunications - " 1,325 | us$ 1,800 3| USS 1,800
Miradia, Inc. - " 3,040 | USS 1,000 3 | wss 1,000
Moksilygen - " 1,415 | US§ 750 1| uss 150
Mosaic Systems, Inc. - " 2481 | uss 2 6 | UsY 12
Next 10, In<. - " 800 uss 500 2 us$ 500
NuCGRE Technology Inc. - " 2,254 | USS 1455 2| Ust 1,455
Optichren, Ing, - " 714 [ uss 1,000 4 | Usy 1,000
Optimal Corporation - x 582 | usY 600 4 | uss 600
Pixim, Inc. - " 2,193 us$ 583 - uss 583
Reflectivity, Inc. - L4 4,848 VA3 531 4 Us§ 531
Teknowus, inc. - r 6977 | Ust 1327 3| uss 4,327
Zenasis Technologies, Inc. - n 2410 | USY 1399 5 | uss 1,399
Cption
Pixim, Inc. - Financial assets carried at cost 242 - NA .
Comman stock
Beceem Communications - Financial assets carried at cost 650 | LSS 1,600 1 uss 1,500
Leadtrend - 4 1,150 | US$ 660 B | Uss 660
Yobon - * 1,675 Uss 787 13 Uss 787
Sentelic - L 1,200 | USS 2,040 15 | Uus§ 2,040
Preferred stock
SV Technologies, Inc. - Finandial assets carried at cost 2,357 | us§ 1,768 1 uss 1,768
Ageia Technologies, Inc, - . 2,030 | 58 2,074 2| uss 2074
Aguantia Corporation - Ll 1264 | UsS 1,150 5] uss 1,150
Audience, Inc. - . 2,208 | us§ 414 ' uss 474
Axiom Microdevices, Inc. - il 3,015 | uUs$ 1,466 2 uss 1,466
GempFire Corporation - - 600 | Uss 68 H uss ]
Impinj, Inc. - Ll 257 | Uss 500 - | uss 500

(Continued)
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December 31, 2006

i i wi . Market Value or
Held Company Name Marketable Securities Type and Name Muﬂﬁﬂw:_u with the Financial Statement Account Shares/Units quzwcﬁ_,ﬂ Percentage of zM_ Mﬁm ,ﬂ“_”_um Hote
{in Thousands) Th Ownership {US$ in
Qusands) Th ds)
ousands
GUC
ABN AMRO Bond Fund - Available-for-sale financial assets 2325 [ § 35,041 NA | S 35,041
Ta chong Sond Furd - Ll 2,306 30,037 Na 30,037
Dresdner Bond DAM Fund - . 2,592 30,036 WA 30,036
NITC Taiwan Bond - ” 2132 30,035 WA 30,035
AlG Taiwan Bond fund . " 2,355 30031 N/A 30,031
Fuh Hwa You 13 Bond Fund - " 2,018 25,035 N/A 25,035
Stock
Global Unichip Corporation-North America Subsidiary Investments accounted for using 100 6,396 100 6,396
equity method
Glebal Unichip Japan Subsidiary . - 2,681 100 2,681
TSMC Global Gaovernment bond
United States Treas Nis - Avaitabte-for-sale financial assets - uss 151,045 WA ] LSS 154,045
Corporate bonds
Abbott Labs - Available-for-sale financiaf assets - | Uss 1,505 WA | Us$ 1.505
Abbott Labs - L4 - | uss 2,547 WA | USs 2,547
Ace Lid, - 4 - | uss 1,001 WA | USS 1,001
Alg Sunamerica Global Fing Ix - " - | ust 1,000 WA | USE 1,000
Allstate Life Global Fdg Secd . . - | uss 2,956 A | USS 2,956
American Express Co. . » - | Uss 3452 A | Uss 3,452
American Gen Fin Corp. - " - | uss 1,620 NA | USS 1.620
American Gen Fin Corp. Mtn - » - Ut 3,448 NfA uss 3,448
American Gen Fin Corp. Mtn - 4 - | ouss 1,971 WA | USY 197
American Gen Fin Corp. Min - 4 -1 USs 1,001 A | UsY 1,00
American Honda Fin Corp. Mtn - " -] Uss 3,092 NA | USY 3,092
American Honda Fin Corp. Min - L -] UsY -l NA | USS 801
Ameritech Capital Funding Co. - # - | vsy 483 WA | USS 483
Amgen Inc. - . - | uss 2,905 Na | Uss 2,905
AnzCapTrl - ” - Uss a712 N/A Us$ 972
Associates Corp, North Amer - » - | Uss 2,54 A [ USS 2,541
Axa Finl Inc. - ” - | Uss FALY NA | USS 2,151
Bank New York Inc. . " - | Uss 1487 A [ USS 1,487
Bank One Corp. - " - | Uss 3,365 NA [ UsS 3,365
Bank One Corp. - . - | uss 2,045 NA | USS 2,045
Bank Utd Houston Tx Mtbn - 4 - | Uss 528 WA | US§ 528
Bear Stearns Cos Inc. - " - | Uuss 3,379 WA | USS 3379
Beneficial Corp. Min Bk Entry - L - | uss 2,297 Wa | usy 2,297
Berkshire Hathaway Fin Corp. - 4 - | uss 1,486 NA | UsS 1,486
Chase Manhatian Corp. New - 4 - 1 USss 5077 Na 1 ouss 5,077
Chase Manhattan Corp. New - * - | UsY 2,115 WA | ust 2,115
Chubb Corp. - L4 - uss 2,116 WA | uss 2,116
Cit Group Hldgs Inc. - 4 - | usy 3,027 Wa | USs 3,021
Citicorp - " . uss 1.3 NA us$ 1,372
Cogentrix Energy Inc. - . - | uss 375 NA | USS EXEY
Colonial Pipeline Co. - . - | uss 1,494 NA | USS 1,494
Consclidated Edisen Inc. - - - | uss 2,910 NFA | USS 2910
Countrywide Fdg Corp. Min - L « | ush 2,037 NA | US§ 2,037
Credit Suisse Find Products . " - | uss 1,500 NA | USS 1,500
Credit Suisse First Boston - L - | uss 134 NA [ USS 734
Credit Suisse First Boston Usa - ’ - | uss 2177 NiA | USS 2n
Daimlerchrysier North Amer - . .| Uss 977 A | USS 977
Daimlerchrysier Noeth Amer Hid - » - | uss 751 NA | USS LY
Dayten Hudson Corp. - L] - Uss 2,020 NA | LSS 2020
Deere John Cap Corp. - # -] uss 4,938 WA | USE 4,928
Dell Computex Corp. - . LR 1 2820 Ma | USY 2,820
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December 31, 2006

ionship wi . Market Value or
Held Company Name Marketable Securities Type and Name Mw_qﬂm_wﬂwz_u with the Financial Statement Account Shares/Units Dé:wcewh_.__” Percentage of | Met Asset value | Note
{In Thousands) Th Ownership [Us§in
ousands)
Thousands)
Monumental Global Fdg li 20022 - Available-for-sate financial assets - Uss 1,000 NA | USS 1,000
Monunmetal Global Fdg li - . -] uss 1,961 Wa | uss 1,961
Mony Group Inc. - * - uss 2,175 Nr& 5533 2,175
Morgan Stanley - ’ - | uss 1,926 WA | USY 1,926
Maorgan Stanley - Ll - | Uss 2,126 NA 1 US 2,126
National City Corp. - " - | uss 340 N& | WSS 3,410
National Westminster Bk Pic - _. - | uss 4,323 WA | USY 1,323
Nationwide Bldg Soc - " - uss 3,537 NA usY 3,537
Wationwide Life Global Fdg | - " - | uss 3501 NA | USH 3,501
Nationwide Life Global Mtn - " - | Uss 1,485 WA | Us 1,485
Nucor Corp. - 4 - | uss 3797 NA | USS 3,797
Orade Corp. / Ozark Hidg inc. - L - uss 1873 NA uss 1,973
Pepsico Inc. Mtn Book Entry - ’ - | uss 3519 NA | USS 3619
Pr¢ Fdg Corp. - " - | uss 1007 WA | USS 1,007
Papular North Amex Inc. - " - | uss 2810 NA | USS 2,810
Praxair inc. - L] - uss 3,138 N/A us$ 3138
Premark Intl g, - " - uss 2,729 A uss 2,729
Pricea Global Fdg | Mtn - " -] Uss 340 WA | USS 340
Principal Finl Group Australia - " - | ouss 1,013 WA | USS 1,013
Principal Life Global Fdg | G - v - uss 1,165 NA | USS 1,365
Protective Life Secd Trs - . - | USS 2,913 WA | USS 2,913
Protective Life Secd Trs Min - " - | uss 3,390 NA | USS 3,390
Prudential Ins Co. Amer - L4 - uss 2,629 N& uss 2,629
Public Svc Elec Gas Co. - * - Uss 3,682 A | USS 3,682
Regions Finl Corp. New - L4 . uss 237 NA | USS 2,31
Safeco Corp. - » - | uss 715 NA | USS ns
Sbc Communications Inc. - ” - us$ 1,041 NA | UsS 1,041
Sbe Communications In. - 4 -] uss 697 A | USS £97
Simon Ppty Group Lp - 4 - | uss 1.00% WA ] USE 1,009
: Sim Corp. Medium Term Nts - " - | uss 8,998 NA | USS 8998
Sp Pawerassests Ltd. Global - . ’ - uss 969 NA uss 969
5t Paul Cos Inc, Mtn Bk Ent - ” - | USS 2,550 NA | USS 2,550
Suntrust Bk Atlanta Ga Medium - . - | uss 3,442 Na | Uss 3442
Tiaa Global Mkts Inc. - ’ - | uss 500 Wa | Uss 500
Unitedhealth Group Inc. - = - | uss 3,000 Na [ uss 3000
Us Bk Natl Assn Cincinnati Qh - . - 331 2,915 NA uss 2,915
Vedafone Airtouch Pic - . - | uss 4,449 WA | USS 4449
Wathovia Corp. New - a - Uss 2,040 WA | USS 2,040
Washington Mut Bk Fa - . - | uss 3,997 NA | US3 3,997
Washington Mut Inc. - » - uss 1,692 WA | uss 1,692
Washington Mut Inc. - . - | uss 1,000 WA | USY 1,000
Washington Posi Co. - . - uss 3,001 NA ust 3,001
Wells Fargo + Co. New . " - | uss 2,943 N/A LSS 2,943
‘Welts Fargo + Co. New Med Trm - . - | uss 431 A | USY 4311
Westfield Cap Corp. Ld. - - -] uss 2,005 wa | ouss 2,005
Wps Resources Corp. - # - | uss 1.047 Wa | Uss 1,047
Corporate issued asset - backed securities
American Home Mtg invt Tr - Available-for-sale financial assets - | Uuss 15 twa | ush 116
Americredit Auto Rec Tr - ) - | uss 1,004 NA | Uss 1,004
Americredit Automobile Rec Tr . v - | uss 1116 NiA | US$ 1L116
Americredit Automabite Rec Tr - " - | Uus§ 2,598 WA | Uss 2,598
Americredit Automobile Rec Tr . " - Us 3,269 NA [ USY 3,269
Americredit Automobile Recenva - . - uss 4,609 N/A uss 4,600
Americregit Automobi'e Receivi . . <] uss .89 NA | USS 2,89
Atlantic Gity Elc Trns Fdglic - " -] ouss 420 NA | USS 420
Ba Cr Card Tr - " - | owss 4,300 A | USY 4,300
Banc Amer Coml Mtg 'ne. - . - us$ 2,859 NIA uss 2,869
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December 31, 2006

srchin wi . Market Vatue or
Held Company Name Marketable Securities Type and Name Mwﬂ_ﬁwﬂ_u with the Financial Statement Account SharesUnits Q:«Sﬂw_mmm_ﬁ Percentage of | Net Asset <.M_.__um Note
{In Thousands) Thousands) Ownership {UsSin
ousands)
Thousands)
Mbna Master Cr Card Tr li - Available-for-sale financial assets - | Uss 7,605 NA | USs 7,605
Menill Lynch Mtg Invs Inc. . . - | UsH 5,887 N/A | USS 5.887
Morgan Stanfey Ixis Estate Tr - ’ - | uss 410 WA | USS 4110
National City Autc Recevables - " - Uss a1 NA | USS 41
Navistar Finl 2003 A Owner Tr - L] - Uss 2,956 NA uss 2,956
Nissan Auto Recevables - " - | uss 72 NA | USS 72
Nissan Auto Receivables - 4 - | uss 3928 A | Uss 3,928
Nomura Asset Accep Corp. - " - Uss 4150 N/A Uss 4,150
Cnyx Accep Owner Tr - 4 - | w8 3,74 NA | USS 3,774
Pg+E Energy Recovery Fdg ¢ - # - | uss 3497 NA LSS 3,997
Providian Gateway Owner Tr - " - | uss 3,042 WA | USS 3,942
Reliant Energy Transition Bd - L4 - Uss 2,486 WA | LSS 2,486
Residential Asset Mg Prods - L4 - uss 2,484 NA [ USS 2,484
Residential Asset Sec Mtg Pass - # - 1 ouss 1,865 N/A | US§ 1,865
Residential Asset Sec Mtg Pass - " - us$ 27 WA uss 2
Resicential Fdg Mtg Secs | Inc. - L - | uss 2,014 NA | USS 2,014
Residential Fdg Mtg Secs | inc. - " - | uss 4,058 NA ] USE 4,058
ia Mtg Tr - . | uss 548 NA | ouss 548
Mtg Tr - » - | UsS 496 WA | USE 496
Sequoia Mtg Tr - . - | uss 737 NA | LSS 17
Structured Adj Rate Mig Ln Tr . » - | uss 1,389 WA [ USS 1389
Structured Adj Rate Mig 1n Tr - ” - us$ 472 NA uss 412
Terwin Mtg Tr - # - | uss 4065 Na | oust 4,065
Tw Hotel Fdg 2005 Uc - . - uss 4103 NA | USS 4103
Txu Elec Delivery Transition - ’ - | uss 2,219 NA | USS 2,119
Usaa Auto Owner Tr - " - uss 4,238 N/A uss 4,238
Wamu Mtg Pass Thru Ctfs - L] - | uss 1,002 NA& | US$ 1,002
Wamu Tr - . . uss 875 NA | USS 975
Washington Mut Mig Pass - 4 - | uss 1,759 Na | oUss 1,759
Washington Mut Mtg Secs Corp. - " - uss 2,984 N[ LSS 2,984
Wells Farge Finl Auto Owner Tr - L - | uss 4,986 WA | USS 4985
Wells Fargo Finl Auto Owner Tr - " - Ust 4,926 WA 1534 4,926
Wells Fargo Mtg Backed Secs - . - ouss 4,367 Na | Uss 4,367
Wells Fargo Mtg Bkd Secs - " - UsE 2,856 WA | USE 2,856
Wells Farge Mtg Bkd Secs - L4 - uss 3399 NA | USS 3,399
wells Fargo Mtg 8kd Secs Tr - " -] oUsh 2,148 WA | USS 2,748
Wis Finl - 4 - us$ 620 WA uss 620
Wis Finl 2004 4 Onwner Tr - Ll - | uss 932 NA | USS 932
wis Finl 2005 2 Onex Tr - 4 - uss 2220 WA uss 2,220
Whole Auto Ln Tr - 4 - | uss L2319 A [ sl 1,219
Whele Auto Ln Tr - ” - uss 2,955 A Uss 2,955
Agency bond
Federal Home Ln Bks - Available-for-sale finandial assets - | Uss 8,768 WA § USS 8,768
Federal Home Ln Bks . # - | Uss 4920 NA | USS 45820
Federal Home Ln Bks - * -} uss 8,743 NA | uss 8,743
Federal Home Ln Bks - ” - usY 4,856 N/A us$ 4,856
Federal Home Ln Bls - - -] ouss 5,851 WA | US§ 5.851
Federal Home Ln Bks . ’ - uss 7,952 NA | USS 1,952
Federal Home Ln Bks - 4 - | uss 4,885 A | USY 4,885
Federal Home Ln Bks - " - uss 2,961 NA ts$ 2,99
Federal Home Ln Bks - . . uss 6.08% WA | USY 6,099
Federal Home Ln Bks - L - uss 12,27% NA uss 12279
Federal Home Ln Bks - " - us 6,505 NA | USS 6,905
Federal Home Ln Bks - 4 - | uss 5,808 NA | USS 5898
Federal Home Ln Bks - " - uss 7,506 NA | USE 7.506
Federal Home Ln Bks - 4 - 1531 2,386 NA uss 2,386
Federal Home Ln Mig Corp. - " -] Uss 1,876 A [ Uss 1976
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Decernber 31, 2006
Held Company Name Marketable Securities Type and Name Relationship with the Financial Statement Account i Carrying Value okt oo | Nt
Company Sharesnits (US$ in Percentage of Net Asset Value
{in Thousands) Ownership {Us$ in
Thousands) Th d
pusands) ,
Fama Pool 632399 . Available-for-sale financial assets - | uss 434 NA | USS 434
Frma Pool 652401 . " - Uss 659 NA | LSS 659
Fnma Pool 667766 - . - | uss 1,574 NA [ USS 1574
fnma Pool 680932 - " - | uss 1,307 NA [ USS 1,307
Fnma Pool 681393 - . - uss 2,749 A [ Uss 2,749
Frma Pool 685116 - " - us$ 629 N/A | USS 629
Fnma Pool 687863 - L4 - | Uss 2,647 NA [ USS 2,647
Frma Pool 696485 - " - | uss 3,194 N/A | USS 3,194
Fnma Pool 703711 - L4 - uss 538 A [ USS 538
Frma Pool 725085 - # - uss 1,204 N/A | USS 1,204
frma Pool 730033 - L4 < | uss 1,470 A UsS 1,470
Frma Pool 740934 - ¥ - | USs 1,415 Na 1ousy 1,415
fFnma Pool 790828 - L4 - uss 2,559 NA | Uss 2,559
Frma Pool 793025 - 4 - uss 2,466 NiA | USS 2,466
Fnma Pool 793932 - 4 -] Uss 631 NA | LSS 631
Frma Pool 794040 - 4 - uss 825 WA USE 825
Fnma Pool 795548 . - Ll - | uss an WA | U 41
Frma Pool 806642 - " - us$ 1,235 NfA uss 1,235
Fnma Pool 813641 - L4 - uss 3,720 WA 1 sy 3,720
frma Pool 815626 - . - uss 2,945 NA ust 2,945
Frma Pool 816594 - L4 - | UsY 2,067 NA 1 USY 2,067
Fnma Pool 825395 - - - | Uss 2,818 WA | UsE 2818
frma Pool 825398 - 4 - | uss 4,224 NA ] LSS 4,224
Frma Pool B41069 - . . uss 2,882 WA uss 2,882
Fnma Peol 879906 - ’ - 113 1,636 NA uss 1,636
Gnma li Pool 081150 - - < | uss 613 NA | UsE 613
Gnma li Pool 081153 - 4 - | uss 2119 WA | uss 2,19
Money market funds
55GA Cash Mgmt Global Offshore . Available-for-sale finandal assets - | uss 20,488 NA | USS 20,488
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Beginning Balance Acqguisiticn Disposal (Note 1) Ending Balance
Company Marketable Securities Finandial Nature of i i
nd Nam Statement Counter-party onshio | SharesUnits | Amount{uss | SharevUnits | Amount (USS | Sharevtnits | Amount fuss |2 Value | Gainflosshon | g 00y ) Amouat (USS
Name Type and Name Relationship | | ) {USS in | Disposal {Us$ in Thousands)
Account {In Thousands) | in Thousands} | (In Thousands) | in Thousands) |{In Thousands) | in Thousands) h {In Thousands}
Thousands) | in Thousands) (Note 2)
Shinkong Chi Shin Bond Fund Available- for-sale Fuh Hwa Investment Trust Co. - 55063 | $ 778482 17,617 | & 250,000 10,497 § 150,000 $ 148,542 $ 1,458 62,183 3 8%0.660
financial assets
ABN AMRO Select Bond Fund ¥ ABN-AMRO Securities Investment . 18,235 203,860 93,738 1,050,000 35,380 400,000 396,179 isn 76,593 868,076
) Trust {Taiwan} Ltd.
Taishin Lucky Fund r Uni-President Assets Management - - - 78,624 800,000 - - - - 78,624 806,386
Corp.
Palaris De-Bac Fund L Polaris International Securities - - . 63,273 700,000 . - - - 63,273 701,088
Investment Trust Co., ttd.
TIM High Yield 4 Shinkong Securities Investment - - - 56,812 700,000 12127 150,000 149,276 4 44,685 554,863
Trust (Taiwan) Ltd.
HSBC Taiwan Money Management " Taiwan Interaticnal - - . 47,667 700,000 13,574 200,007 199,327 680 34,093 506,250
Secunities Corp.
Invesco R.0.C. Band Rund L Tasshin Securities Investment Trust - - - 22,176 403,727 - - - - 27,176 403,774
(Taiwan! Ltd.
Fuhwa Albatross Fund . invesco Asset management Taiwan | - - - 88,510 1,000,000 89,510 1,005,781 1,000,000 5781 - -
Irwesco Income Fund . Taishin Secunities Investment Trust - - - 44,80 500,000 44180 503,727 500,000 n: - -
(Taiwan) Ltd.
Stock
SSMC Investment - Equity 382 4,215,200 81 2,432,705 . - - - 453 7,960,869
accounted for method
using equity investee
method
Capta
VIAFII Investment - Subsidiary - 542,479 - 130,956 - - - - - 733,130
accounted for
using equity
method
VTAF 4 - . - . - 243,545 - - - - - 228,005
Corporate bond
Taiwan Power Company Held-to-maturity KGI Secarities Co., Lid. - - 3,263,349 - 1,690,567 - - - - - 4,080,391
finandial assets
Formesa Petrochemical Corporation | » K@) Securities Co., Ltd. . - 1.093,283 - 2,768,533 . - . - - 3,566,946
Nan Ya Plastics Corporation 7 KGI Securities Co., Ltd. . - 2,150,842 - 1,087,943 - - - - - 2773810
Chinese Petrofeun Corparation L KGI Secunities Co., Lid. and several - - 705,436 - 1,000,441 - - - - - 1,451,378
financial institutions
China Steel Corporation " KGI Securities Ca., Ltd. - - 1,010,532 . 1,000,000 . - - . - 1,000,000
Farmosa Plastic Corporation - KGI Securities Co., Ltd. and several - - 268,855 - 379,809 - - - - - 516,663
financiat institutions
Shanghal commercial & Saving . KGl Securities Co_, Ltd, - - - - 283,996 . . - - - 286,457
Bank
Hua Nan Bank Available-for-sale HSBC - - - - 1,526,049 - - - - - 1,545,864
financial assets
Cathay Bank . HSBC - - - - 1,144,877 - - - - - 1,159,576
Tatwan Power Company x KGl Securities Co., Lid. - - - - 1,046,302 - - - - - 1,046,769
Formasa Petrochemical Corporation L] Gl Secunities Co., L1d. . - - B 397,076 - - - - - 397,663
American Express Co. . - - - | US$ 3550 - - -] UsY 3432 | uss 3530 Y USS  (1i8) - -
American Gen Fin Corp. Mtn ” - - - - -] Uss 35 - | USS 3446 | USS 3415 | USS Edl - -
American Honda Fin Corp. Min ” . - - . - | usy 3,087 -] USY 3,095 | USS 3087  uss 8 - -
Amnerican Honda Fin Corp, Mtn ” . - - | uss 3800 - - - usy 3,805 Us$ 3800 | USS 5 - -
Bark Cre Corp. Ll - - - . -] usy 3326 < BUSY 3375 | U 3336 [ USE {n - -
Bear Stearns Cos Inc. " - - - Usy 3329 - - - | USS 3340 | USY 3329 | USS 1" - -
Bear Stearns Cos Inc. 4 - - - | Uy 3757 - - <] LSS 3,575 | uSS 3757 | usy (182) - -
Cargilt Inc. ” . - - - -] Us$ 3337 - usy 3,370 uss 3337 uss 33 - -
Caterpillar Finl Swes Min 4 - - - 1 Uss 5721 - - - | uss 5761 Uss 5721 | USS 40 - -
Chase Manhattan Corp. New " - - - | USy 1,628 - | uss 3540 - | ust 5081 | uss 5168 | USS (TR - -
Cit Group Hidgs Inc. " - - - {uss 320 - - S| usy 3036 | uss 3203 | wss (16T} - -
{Continued)




£V

{panunuod)
- . (1} $sn | 000'S $Sn | 6S6Y ¢sn | - - - 0005 $sn | - - - . A JIGOWOINY JIPAnLBWY
- . 1 $5N | 6vZ’E ssn | 9T ssn | - 6vZ'E §sn | - . - - - | eles-ioj-age|RAY 1] 33y SIGOWOINY NPRIAY
SNINT PIRE]Ia5EE
panss| siesadion
- . 63} $50 | 09 $SA | ££0°9 $Sn | - 909 ssn | - . . - - v MaN 0] + ob1ey SR
- - [L4:13 B 91 L6I'E  §50 TIS'E 8§50 - . - (BT $5N - - - ¥ maN o) + oBied Spm
- - (S£4) $sn | zBi'E $sn | ¢00°E §Sn | - - : BE SN | - - - ¥ 6 1504 UaIBUsEAY
_ . - og) ssn | SELv sSn | ososy ssn | - - - SELy ssn | - - - « “3u) 10y uolBUIYseA
- - B€  $SN | s0¥E SN | gHYE §S0 | - 50'E Ssn | - - . - . p Wnipayy €5 eepy g INIUNS
- - €1 480 796’8 §S0 6v6'8  §5N - z09  §5h - 0S6'T  $SN - - - v SIN WIS Wnipapy "diaD LS
- - (It} $sn | 866'¢ 85N | £%6'v $sn | - - - 266 $SN | - - - v osidiun v S 1G3Q SN RPUBUeS
- - [C74 I 1 BOL'E $SN ¥89'E §5Nn - [2-C ) - STTE SN - - - ¥ 03 SP9 29(3 M5 JNand
- - 6 $SN | PBE'E §SN | EOF'E  §50 | - PREE SN | - - . - . v wy | Bp4 jeqorn eodiiy
- - 12 $sn | oos'e §sn | vOS'E ssn | - . . 00S'E %N | - - - v i L Bp4 |eqoD eoxug
- - (€6)  §sn | ogt's ssn ] ewl'e % | - DeI'E %50 | - - - - - P "3 Jreveid
- - (¥6l) $5n | BIB'E $Sn | ¥W9E &SN | - . . BI8'E §5n | - - - ¥ A3 yoog uiw “u) oomsday
- - {zt) 50 BIE'E  $SN [£5:5 2 3411 - BI8'E 35N - - - - - ¢ ‘dio) Joany
- - 6Z §sn I6y'E §5n | 0f5E 480 4 - I6P'E $S0 | - - - - - .\ ) Bpy [eqo|n &4 spimusiien
- - 14 §50 | OOO'E $5N | wOO'E §S0 4y - - - 000t M | - - . « Ul 205 Bpjg apwuoiien
- - BE $sn | Ze¥'E §sn | Sev'E ssn f - - - ISFE 50 | - - - P 305, Bpjg spwauoney
- - (P $Sn | 92w ssn | zov'E 4sn | - - - ov'e 8N | - - - # -dio) A [euoney
- - (zl) $sn | fosy g | gmer $sn | - - - L5y $5n | - - - “ “u) dnasg Aajuers uebiopy
- - ¥E §5n | 8vEE $Sn [ ZBE'E §sA | - BPEE $s0 | - - - - - * Z 5Py [PqO|D) |EILALIRLOW
- - g€ ssn | 9ze'e ssn | e ssn b - Biv'l 9§50 | - w5 0 | - - - v UNA 12Q0[9 241] UeIOdona
. - (85) $sn | coev ssn | TvBY $Sn | - - - sy $50 | - - - v ey + gk ey
: - 09 $5n | 98%¥'E S | 9zv'e §sn | - - - 98v'c 5N | - - - ' 10 + YPUA] Y
- - ot $sn | 900°E $sn [ 910 $sn ) - 90UE 95N | - - - - - Il K3 yoog wiw diodkay
. - 2 §sn | 00S’E $sn | BOS'E $sn | - - - 0056 %50 | - - - v Anuz yoog iy dioakay
- - {t5)  fsn | osv'v ssn | esev ssno | - - - osry $sn | - - - . N7 99 SIN WY Pa eN 38 Ay
- ' (ev1}  $sn £Q9°E SN GISE  §5N - - - €99’ $SN - - - f) 0y + ey uebiopy dr
- - (95) 450 | 9O¥'E §sn | OIEE $sn | - - - 90p'E $50 | - - - M 03 + aseyy uebio dr
- . ] ssn | 159 ssn | 859 ssn | - ooy ssn | - ez ssn | - - - . Ul diery Uy sea) )
- - [113 I 1] 605 §8N 930°s  $SN - - - L60'S  §5N - - - a i “dio] uy dqs5H
- . {t9z)  $sn 7EI'E 45N LIE 5N - - - vBZ'E 45N - - - “ 3U| |pAMAGLOH
- . 961} sSn | €28 ssn | afv'e ssmo ) - . - - EEE $SN | - - - f '0) pUEyIRd NAMAH
. - 1) s | loE ssn | Tave ssn | - - - 1026 50 | - - - . SIN 1S WAL WMP3py g SOGH
- . 43 $SM | §10°S sSh | Bwd's ssn | - 910 90 | - - - - - “ U] ANCID SIS [y pIojLIEH
- - - S0Z'E 45N | BOR'E %5n | - 8OB'E 5N | - ' - - - f u 11 Bp4 |egop uyor yicouey
- - f08) ssn | 99sE ssn | 98p'E ssn | - - - 998'c $sn | - - . 4 Uy 1| B4 1BGOS LYo Y303ueH
- . (/2)  $Sn | L¥E $Sn | €Sk’ ssno - - - we'e sn | - - - Fl “u) dno.g YIS Lewpiog
- - or)  %5n 1867 SN 6’y 3SNn - - - 186'F  $SN - - - . "] dn0I0 SYeS LEWIPKD
- - £ ssn | ziwe ssn | swe gsno | - - - uve wn | - - - . 2] Ut YHOMUSD
- - (181} 3Sn | 00S'E §Sn | BLE'E $sn | - - - 005 $5n | - - - P 0107} 9y [RIONSD)
- N {ay1} sn 98'8  $Sn 9LE'g  §sn - - - 7988 $5n - - - ] uipy 'dion) de) 393 [eRuss
- - (96)  3sn | 686'E §Sn | E68'E $sn | - - - 686°t  $5n | - - - k wy dio7 dey 593 |eiauan
- - i 45N ISE'E §5n | BBE'E $Sn | - ISE'E 8§50 | - - - - - . Uiy o) ded 293 (pauen
- - - 166 5N | LER'L $sn | - LE6'L 85N | - . - - - f jg U] RUOH [BRPI,
- - )] ssn | s66’s ssn | vee's ssn | - G66'S §sn | - . - - - 4 g 1) ueadoing
- - 4} $sn 8I6'E  §5N 0E6'E  §SN - - - BI6°E 5N - - - * g pu| ueadoin]
- - (1€} %50 | SiE's $sn | 008 SN | - - - SIEE $50 | - - - . %§ 1AU| ueadaing
- . (€2)  ssn | es¥'E $sn | 9Ev'E $sn | - - - &5p'c $sn | - - - f 214 oabieig
- - 99)  $sn | e0's §Sn | E10°G $Sn | - - - 60 ssn | - - - ‘ ‘dio) dery uyor aisaq
- - {Z)  $sn | 6" $sn | 6687 §SN | - 16y 5N | - . - - - . ‘diay de] wyor kg
- - (g€} ssn | w1y ssn | €00’y ssn | - - - Iwl'y $sn | - - - 4 JUj 5] 44 ASSING WP
- - (607) $5n | 01T's $5N 100's ssn ¢ - - - ole's $sn | - - - I “3U 511 BUIOH APWMAIILNGY
51355€ |Enueul;
- fsno| - {s€z} $sn | Zlow $Sn | 242t %8O | - e sn | - 88’z 4sn | - - - | ajes-roponqe)eny “>u) ABsau3 xiuabie)
310 spul
m_unxﬂwz Lu mﬂfﬂ”ﬁ%: Mw:m_ﬁwu» a H@Mﬂoﬁ mwhm”“upe“. *,EMHEM_._: .Mﬂm__h_uuh u anﬂwouh ) A,Emauh u A,_Ea_amc uj dusuoneny v~ e pue s oy
uni 1] 8
$50) Junawy : uc (sso) uen | anjep Surlue) ' ® 5 i 45| 8N i fries 0 mey Aued-szpne) E_MWHHM $31ILIN39S A[geIIey Auedwoy
aduejeg buipuy {1 310N} jesodsig uosinby Fuejeg buuuibog T




nanial Beginning Balance Acquisition Disposal (Note 1} Ending Balance
Compan! Marketable Secu ancia Nature of i i
zwaw ’ Type and Name Mwnﬁﬂmi Counter-party Relationship | SharesiUnits | Amount (S5 | SharestUnits | Amount {USS |~ SharestUnits | Amount (USS nmqgaﬂc,wmw_.“” m_uﬂw._wﬁ_umr.m” Shares/Units ”ﬂn”hmwﬁw
{In Thousands} | in Thousands) |(In Thousands} | in Thousands) | (In Thousands) { in Thousands) Thousands) | in Thousands) (In Thausands) (Nots 2)
Americredit Automabile Receivb Available-for-sale | - - - | Uss 4,949 - | uss - - UsE: 3826 | USY 3856 | LSS (30 - | Uss -
financial assets
Barc Amer Coml Mg Inc, # - - - | uss 4462 . - b ouss 3254 | USE 3335 | uss (1) - -
Bear Stearns Arm Tr ” - - - - - uss 3,826 - uss 3,597 us$ 3,609 uss (12 - -
Bear Stearns Cornl Mig Secs Inc. . - - - usy 6,350 - - - Us$ 6,362 Uss 6350 uss 12 - -
Capital Auto Receivables Asset 4 - - - . < | Uss 3,250 - | USS 3237 | WSS 325D | USS  (18) - -
Capital One Auto Fin Tr Ll - - - - - | US§ 5000 - | uss 5008 | USS 5000 | uss 8 - -
Capitat One Multi Asset Execut . - - - usy 4957 - - - uss 4,879 ust 4,957 uss  (78) - -
Capital One Muiti Asset Execut = - - - usy 3,974 . - - us$ 3,932 sy 3974 uss (42 - -
Caterpiflar Finl Asset Tr . - - - uss 8,219 . - - uss 8321 st 8219 uss  (98) - -
Cendant Rent Car Fdg Aesop YU ’ . - - usy 11,626 - - - uss 11,412 Uss 11,626 uss  (214) - -
Cit Equip Coll Tr ” - - - - . uss 3,975 - uss 3,99 uss 3975 uss 21 - -
Citibank Cr Card Issuance Tr a - - - usy 9,782 - - - uss 9,797 us§ 9,782 uss 15 - -
Cnh Equip Tr . - - - Uss 5,000 - . - uss 3,457 Uss 3,500 uss (43 - .
Credit Suisse First Boston Mig " . - - - - uss 4,773 - US$ 4,834 ust 4773 uss 61 - -
Credit Suisse First Boston Mtg " - - - - -] USS 3750 S| uss 3728 [ usy 3,750 | uss  (22) - -
Credit Suisse First Boston Mtg ’ - - - - - uss 3572 - Uss 3,566 us$ 3,572 uss (6) - -
Drive Auto Receivables Tr . - - - uss 3,200 - - S| uss 3,183 | uss 3200 | WSS Q¢ - -
Federal Natl Mig Assn " - - - - - US$ 4,828 - uss 4,577 Uss 4,561 uss 16 - -
Ford Cr Auto Owner Tr 4 - - - | ust 10,908 - - - | uss 5782 | uss 5836 | Uuss (54 - -
Gs Mtg Secs Corp. » - - - - - Uss 4,150 - uss 4,134 Uss 4,150 uss (16} - -
Gsamp Tr L . - - - - | USS 4250 S| uss a4t | usk 4250 ( uSS 9 - -
Harley Davidson Motorcycle Tr . - " - - | uss 599 . - - | uss 5793 | Us§ 5999 | USS (206} - -
Hertz Veh Fing Lic - - - - Us$ 5,350 - - - Uss 5,284 Us$ 5350 uss (66 - -
Holmes Fing No 8 Pic " - - - uss S0 . - - | uss 5000 | uss 5001 - - -
Home Equity Mtg Tr 2006 4 # . - - - - 1 uss 4200 S| Uss 4200 | ust 4200 - - -
Hyundal Auto Receivables Tr » - - - Ust 6,442 - - - uss 6,202 us$ 6,279 uss (77 - -
Hyundai Auto Receivables Tr * - - - usy 3,250 - - - us$ 3,208 us$ 3,250 us§ (a2} - -
Hyundal Auto Recefvables Tr » - - - Usy 3999 . - - uss 3,904 Us$ 3,999 uss {95} - -
Lb Ubs Coml Mtg Tr » . - - sy 4001 - - - usé 3,733 uss 3779 uss {6} - -
Long Beach Mig Ln Tr " - - - - - Uss 3,200 - uss 3,135 Uss 3,200 uss {5} - -
Massachusetts Rrb Spl Purp Tr ” . - - us§ 3,900 - - - us§ 3,830 uss 3,900 us§y {70} - -
Mastr Asset Backed Secs Tr » - . - Us 3499 . - - | Uss 3.083 Uss 3,079 | USS 4 - -
Mbna Master Cr Card Tr li ” - . - uss 8,108 - - - uss 7,653 uss 8,108 Uss  (455) - -
Merrill Lynch Mtg Invs Inc, L - - - - - 1 US$ 6,665 - | uss 6561 | USE 6558 | USS 3 - -
Navistar Finl 2003 A Owner Tr ” - - - Uss 4,928 - - - Us$ 3,994 Us$ 4,035 uss  {am - -
Nissan Auto Receivables L] - - - | uss 7000 - - - | USs 832 | USS 6394 | USS (62} - -
Nomura Asset Accep Corp. " - - - - - 1 USS 4,150 -] USS 4142 | LSS 4350 | USS 16} - -
Onyx Accep Gwner Tr " - - - | ouss o4m3 - - - | uss 4885 | Ust 43 | uss (28] - -
Pg+E Energy Recovery Fdg Ut . - . - | uss 4749 . - - | uss a546 | uss 4749 | uss (103 - -
Providian Gateway Owner Tr ] - - - | us$ 3992 - . - | Uss 39N Us$ 3,992 | Us§ (81} - -
Reliant Energy Transition Bd L] - - - Uss 4973 - - - Uss 3,994 uss 4,162 Uss {168} - -
Residential Asset Sec Mig Pass . - - - | Us§ 3780 - . S| USy 3052 [ USE 300 | USS  {ad) - -
Residential Fdg Mtg Secs | inc. * - - - uss 4817 - - - Uss 4,224 uss 4309 uss {85 - -
Terwin Mtg Tr d - - - - -1 USY 4,050 - | USY 4033 | uss 4050 [ uss 0T - -
Toyota Auto Recefvables 2003 B v - - - uss 4970 - - - Uss 4,963 uss 4,970 uss (1] - -
Tw Hotel Fdg 2005 U L - - - [ uss 8197 -1 USS {41000 -] USS 4116 | USS 4007 | USS 19 - -
Usaa Auto Qwner Tr 4 . - - Uss 3,718 - - - USs 3,696 uss 38 uss (22 - -
Washington Mut Mtg Secs Corp. . - - - | usS 4067 - - - USS 3261 [ uSs 3302 | uss {41} - .
Wells Farge Finl Auto Owner Tr L - - - | uss 5299 - . - | Us$ 5235 | USS 5285 | USS (B4} - 3
Wells Fargo Finl Aute Owner Tr . - - - - - USy 4893 - | us$ 4332 | uss 4833 | LSS 39 - -
Wells Fargo Mg Bkd Secs . . - - uss 3,661 - - - us$ 3,020 uss 3,054 Uss {34 - -
Wells Fargo Mtg Bkd Secs ” - - - - -1 UsS 32 -] UsE 3488 1 USs 3500 [ wss (1) - -
Wis Finl 2004 2 Owner Tt " - - - st 4,994 - - - us$y 4,913 uss 4,994 usy  (81) - -
WFs Finl 2004 4 Qwner Te " - - -1 uss 53% . . - | uss 4883 | usy 4955 | USS {72 - .
World Omni Auto Recefvables Tr L] - - - Uss 5963 - - - Usy 5,869 uss 5,963 Uss (94 - -
Agency bond
Fed Hm Ln P Pool 1h2520 Avallable-for-sale | - - -] UsS 3753 - . - | sy 3329 | USS 3345 | USS (18 - .
financial assets
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. Beginning Balance Acquisition Disposal (Note 1} Ending Balance
Company Marketable Securities Financial Nature of Carrying Value | Gain {Loss) Am uss
Name Type and Name Statement Counter-party Relationship | SharesUnits | Amount (USS | SharesUnits  Amount(USS | SharesiUnits | Amount {USS B.._smcm“mm c._s w Mcm” Sharesfunits | | :Nca ( 3
Account {In Thousands} | in Thousands) |{In Thousands) | in Thousands) |{In Thousands) | in Thousands) in | Jsposa {in Thousands) | '™ 'nausan i
Thousands} | in Thousands) {Note 2)
federal Home Ln Mtg Cotp. Avaitable-for-sale | - - - | uss - - | Uss 6415 -] USS 6410 | US$ 6415 [ USS {5) -] uss -
financial assets
Federal Home Ln Mtg Corp. ” - - . - B Uss 14175 - US$ 14,269 Uss 14,175 uss 94 - .
Federal Home Ln Mtg Corp, " - - - - - Usy 9,974 - Uss 9,829 usy 9974 uss  {a5) - -
Federal Home Ln Mtg Corp. Mtn ” - - - usy 4,930 - - - uss 4,912 usy 4930 uss (18 - -
Federal Home Loan Bank " - - - | Uss 3475 - - - | USS 3458 | USS 3475 [ uss  {16) - -
Federal Home Lean Mig Assn [ - - . Usy 4,847 - - - Uss 4801 Us§ 4,847 1333 54 - .
Federal Home Loan Mg Corp, . - - - | USS 4903 . - - | uss 4827 | uss 4903 | uss 24 . -
Federal Natl Mtg Assn . - - < | Uss 4943 - - - | UsS 4844 | USS 4943 | USH 1 - .
Federal Natl Mg Assn " - - - usy 897 - - - Us§ 8,940 us$ 897 uss 31 - -
Federal Nay Mig Assn ” - - . Usy 491 . - - Uss 4816 uss 4921 uss {5 - -
Federal Natl Mtg Assn L - - - usy 7,892 - - - Usy 7,908 uss 7,892 Uss 16 - -
Federal Natl Mg Assn " - - - | USS 4430 . - -] USS 4364 [ USS 4430 | USS (66} - .
Federal Natl Mig Assn . - - - Usy 17,888 - - - us§ 17,782 usy 17,888 Usy {106} - -
Federal Natl Mg Assn . - - -1 usy 5928 . - - | uss 5885 | uss 5928 | uss  {43) - .
Federal Natl Mtg Assn 4 . - - - - Usy 7800 - us§ 7832 uss 7,800 uss 32 - -
Federal Natl Mg Assn " - - - UsS 7928 . - S| usy T834 | uss Tae | ousy (92} - .
Federal Natl Mg Assn » - - - - - usy 19,539 - Usy 19,702 usy 19,539 Uss 163 - -
Federal Natl Mtg Assn " - - - - - | uss 14901 - Uss 4en Uss 14901 | UsS 30 - .
Federal Natl Mig Assn 4 - - - - - Us§ 10,430 - Uss 10,459 Usy 10,430 Uss 28 - -
Federal Natl Mig Assn " - - . - - | USS 7966 - | usy 7879 | uss 7866 | WSS 13 - .
Federal Natl Mig Assn Medium 4 - - - - - Usy 3,353 - uss 3417 Usy 3353 uss 64 - -
Federal Natl Mg Assn Mtn " - - - usy 15,787 - - - US$ 15,891 usy 15,787 uss B4 - -
Federal Natl Mtg Assn Mtn " - - - ussy 9,758 - - - uss 3781 uss 9,758 usy 23 - -
Federal Nat! Mig Assn Mtn ’ - - - | uss 7.000 - - - | uss 6825 | uss 7000 | USS (%) - -
Federal Natl Mig Assn Min " - - - - - Us§ 5,255 - uss 5292 Uss 5255 Usy 37 - -
Fedesal Natl Mtg Assn Min " - - - uss 5,740 - - - us§ 5,562 Uss 5740 uss (178 - -
Freddie Mac ’ - - - - - Ust  9,3%4 - uss 9,314 uss 939 uss (i - -
Tennessee Valley Auth " - - - - - | Us$ 6,039 - us$ 6,038 [ usy 6039 s m - -
ChiCheng | Stock
VIS Investment - Equity - - 5032 1 % 100,118 - - - - 5032 | § 107,224
accounted for method
using equity investee
method
TSMC Government bond
Global United States Treas Nts Available-for-sale - - - - - ] Us§501,807 - | USE35191T [ US$351,594 | USS 323 - | US$15:,045
financial assets
Corporate bond
American Express Co. Available-for-sale - - - - - | Uss 3432 - - - - - Uss  3.452
financial assets
American Gen Fin Corp. Min ’ - - . - < | Uss 3.446 - - - - - | USY 3448
American Honda Fin Corp. Mtn = . - - - - | US$ 3,095 - - - - - Uss 3092
Bank One Corp. Ll - - - - -] USs 3325 - - - - - | us$ 3365
Bear Stearns Cos Inc. x - - - - - | Us§ 3340 - - - - - | uss 3379
Cit Group Hldgs inc. * - - . - - | vss 3,036 - . - - - UsY 3027
Chase Manhattan Corp. New " - - - - - Uss 5,091 - - - - . usy 5,077
Cogentrix Energy Inc. . - - . . - | uss 37 - - - . - | usy 37151
Counrywide Finl Corp. _. - - - . - | us§ 5,005 -] Us§ 5005 | USS 5,005 . - -
Deere John Cap Corp. 4 - - . . -] UsS 4899 - . - . - | Ust 4828
Diageo Pic . . - - . - USY 3436 - - - - - Uss 3444
Emerson Elec Co. r - - . - - | uss 3 - - - - - | ussy 3215
European Invt Bk 7 - - - - - | U 3930 - - - - - | Uss 3970
Eurepean livt Bk ¥ - - - - - USY 5,994 - - - - - | Uss 5,057
Federal Home Ln Bks . - - - - - | usy 7937 - - - - - | USS 7,937
General Elec Cap Corp. Min » - - - - - | uss gns - - - - - | ussy 87%%
General Elec Cap Corp. Min . - - - - - | USYy 3,893 . - - - - | ussy 3888
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o Beginning Balance Acquisition Disposal {Note 1) Ending Balance
Company Marketable Securities financial Nature of Carsying Val Gain (Loss) Am
Name Type and Name Statemen: Counter-party Relationship | SharesfUnits | Amount (USS |  SharesUnits | Amount (USS | SharesiUnits | Amount (USS qisﬂc%m.wm cm.s _m:._m” Shares/Units | . z._uc_: Eumm
Account {In Thousands) | in Thousands} |{In Thousands) | in Thousands) |(In Thousands] | in Thousands) | rposa {In Thousangs) | M ' awsan s
ousands) | in Thousands} {Note 2)
Caterpillar Finl Asset Tr Available-for-sale . - - us$ - - st 8121 - us$ - us$ - uss - - ust 8,142
financial assets
Chass Tr . . - - - - Uss 4,260 . - - - - uss 4,262
Cendant Rent Car Fdg Aesop Uc . - - - - - usy  9,24% - - - - - uss 9,297
Citibank Cr Card Issuance Tr " - - - - - | sy 9797 - - - - - | Uss 9864
Cregit Suisse First Boston Mtg " - . . - - | uss 3566 - - - - - | uss 3576
Credit Suisse First Boston Mtg i - - - - - | uss 3728 . . . - - | us§ 3,740
Dairnlerchrysler Auto Tr n - - - - -] Uss 4334 - - - - - | Uss 4315
Drive Auto Receivables Tr L4 - - - - - uss 3,183 - - - - - uss  31m
First Franklin Mtg Ln Tt L4 - - - - - Uss 4,304 - - - - - us$ 4,290
Ford Credit Auto Owner Trust " - - - - - | USs 4310 . - - - S| uss 4324
Gs Mtg Secs Corp. w - . - - -] USs 4,134 - - - - - | USS 4,145
Gsamp Tr v - . - - - uss 4241 - - - - - uss 4251
Harley Davidson Motarcycle Tr - - - - - - | uss 579 - - - - - | Uss 5825
Hertz Veh Fing Uc L4 - - - - - Uss 5,284 - - - - - | Usy 5319
Halmes Fing Mo 8 Pl » - . - - - | USs 5000 - . - - - | Uss 5000
Home Equity Mtg Tr 2006 4 " - . - - - | US$ 4,200 - - - - - | uss a2z
Hyundai Auto Receivables Tr v - - - - - us$ 6,202 - - - - - Us$ 5,537
Hyundai Auto Receivables Tr . - - - - - | Uss 3208 - - - - - | ussy 32
Hyundai Auto Recetvables Tr 4 - - - - -] uss 3804 - . . - - | usy 3928
Lb Ubs Coml Mig Tr . - - - - -] uss 373 - - - - - | uss 3493
Leng Beach Mtg Ln Tr 4 - - - - - | Uss 3,195 . . . - - | uUss 3,203
Mbna Master Cr Card Tr " - - - - - Uss 7,653 - - - - - Us$ 7,605
Massachusetts Reb Spl Purp Tr ” - - - - - usy 3,830 - Ust 3416 Us$ 3,396 ust 20 - -
Mastr Asset Backed Secs Tr " - - - - - Usy 3,083 - uss 3,082 usy 3,083 us$ (1 - -
Mastr Asset Backed . - - - - - Uss 4,300 . - - - - Uss 4224
Mertill Lynch Mtg Invs Inc. 4 - - - - - | USS 6561 - - - - - | Us$ 5887
Morgan Stanley Ixis Estate Tr ¥ - - . - - | uss 4300 - - - - - 1 uUsy 40
Navistar Finl 2003 A Qwner Tr » - - - - - us$ 3,994 - - - - - Us$ 2,956
Nissan Auto Receivables # - - - . - usk 3943 . . - - - | US$ 3928
Nomura Asset Accep Corp. . - - - . - | usE 4144 - - - - - | Uss 4150
Ortyx Accep Owrner Tt L) - - - - - | usy 43885 - - - - - | uss 3774
Pg+E Energy Recovery Fdg tc " - - - - - | uss ase - - . . - | uss 3997
Providian Gateway Cwner Tr . - - - - - | usy 3an - - - - - | us$ 3942
Reliant Energy Transition Bd " - - - . - | Uss 399 - . - - - | Uss 2486
Residential Asset Sec Mtg Pass » - . - - -] usy 3,052 . - - . - | uss 2N
Residential Fdg Mtg Secs | Inc. ¥ - - . - - - ussy 4224 - - - - - Uss 4058
Tw Hotel Fdg 2005 Uc 4 - « - - - usy 4,115 - - - - - usy 4,103
Tervin Mtg Ts ” - - - - - USs 4033 - . - . - | LSS 4065
Usaa Auto Owner Tr " - - - - -1 USS 4,248 . - ® . - | usy 4238
Washington Mut Mtg Secs Corp. " - - - - - | uss 326 . . . . - USS 2,984
Wells Fargo Mtg Backed Secs " - - - - - | Ust 44726 . - . - - | uss 4367
Wells Fargo Finl Auto Owner Tr " - - - - -] uss 5235 - - . - - | Uss 4986
Wells Farge Finl Auto Qwner Tr " - . - - -] uss 4932 - - - - - | uss 4926
Wells Fargo Mtg Bikd Secs " - - - - - | uss 3020 . . - - -] Uss 2856
Wells Fargo Mtg Bkd Secs i - - - - - | uss 3488 - - . - - | uss 3399
Agency Bends
Fed Hm Ln Pc Pool MBOBSS Available-for-sate - - - - - | USs 3381 . - - - - Us§ 3,287
finangial assets
Fed Hm Ln Pc Poot 847628 " - - - - - uss 3,884 - - - - - uss 3,79
Fed Hm Ln Pc Pool 12520 " - . - - - uss 3,286 - - - - - uss 3,100
Fed Hm Ln P¢ Pool B19205 * - . - - - uss 8,626 - . - - - uss 8,560
Federal Home Ln Mg Corp. " - . - - -] US§ 4574 - - - - -1 USE 43m
Fed Hm Ln Pc Pool 781959 4 - - - - - usy 6472 - - - - - US$ 6,040
Fnma Pool 255883 . . - - - - Usy 3,559 - - - - - | Usy 3,490
Federal Natl Mtg Assn 4 - - - - - | uss 4375 - . . . - | USs 4338
Federal Natl Mg Assn L - - - - - | Uss 4577 - - - - -1 USS 4190
Federal Home tn Mtg Corp. " - - - - - us$ 3,919 - . - - - usy 3917
{Continued)
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Note 1: The proceeds of bond investments matured are excluded.
Note ; The ending balance included the amortization of premium or discount on bonds investments and unrealized valuation gains or losses on financial assets

50

o Beginning Balance Acquisition Disposal [Note 1) Ending Balance

Company Marketable Secutities Finandial Nature of Carmying Val Gai "
Name Type and Name statement Counter-party Relationship | SharesiUnits | Amount (us$ | Sharestunits | Amount (USS | SharesiUnits | Amount {US$ mi_swﬁwﬁ cﬂ; ?o_m”rm” Shares/Units ,_fﬂm unt {U ﬁ_u“
Account (In Thousands) | in Thousands} | (In Thousards} | in Thousands) |(in Thousands) | in Thousands) | " posa {In Thousands) | 7 "o
ousands) | in Thousands) {Note 2}

Federal Natl Mtg Assn Available-forsale | - - - | Uss - - | Us§ 3950 - | uss - | uUss - | USS - - | USH 3943

financial assets

Federal Natl Mtg Assn ” - - - - - Us$ 19,702 . - - - - st 19,766

Faceral Natl Mtg Assn ” - - - - - uss 10459 - - - - - Uss 10467
Federa! Natl Mtg Assh Mtn “ - - - - - usy 5,562 - Uss 5,560 Us§ 5,562 Uss 2} - -
Federal Natl Mtg Assn Mtn 7 - - - - - usy 5,292 - - - - - Us$ 5318
Federal Natl Mtg Assn Medium " - - - - - | uss 3417 - - - - - | uss 3415

Tennessee Valtey Auth " - - - - - | uss 6038 - - - - - | uss 6024

(Concluded)
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TABLE 6

Taiwan Semiconductor Manufacturing Company Limited and Investees

TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2006

(Amounts in Thousands of New Taiwan Dollars)

Transaction Details Abnormal Transaction zo»mmﬁnnasu_a Paable or
Receivable
Company Related Party Nature of Relationships o Payment Note
Name Purchase/ %o Unit Price . %t
Amount Payment Terms Terms Ending Balance
Sale Total [Note) Total
{Note)
The Company | TSMC-North America Subsidiary Sales 1 190,459,073 60 | Met 30 days after inveice date -8 16,461,956 50
Philips Major sharehclder Sales 4,024,990 1 | Met 30 dayy/Net 45 days {since 12/27/2006) - 250,919 i
after monthly closing
GUC Investee over which the Company had a Sales 755,710 Net 30 days after monthly closing - . 155,216 -
controlling interest
WaterTech Indirect subsidiary Purchases 12,530,552 27 | Met 30 days afier monthly closing - - {864,733) 9
SSMC Investee accounted for using equity method Purchases 6,820,632 15 | Met 30 days after monthly dosing - - {459,305) 5
TSMC-Shanghai Subsidiary Purchases 4,405,843 10 | Net 30 days after monthly clasing - - (478,714) 5
VIS Investee accounted for using equity method Purchases 3,911,838 & | Met 30 days after monthly dosing - - {717,562} 8
GuC TSMC-North America The same parent Purchases 920,045 60 | Met 30 days after invoice date - - (301,507} 40

Note: The terms of sales 10 related parties are not significantly different from those to third parties. For purchase transactions, prices are determined in accordance with the related contractuat agreements and no other similar transaction could be compared with.

TABLE 7

Taiwan Semiconductor Manufacturing Company Limited

RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
DECEMBER 31, 2006

{Amounts in Thousands of New Taiwan Dollars)

Overdue ived i
_.n,_wﬂwﬁzq Related Party Nature of Relationships Ending Balance Turnover Rate arommts | Action Taken _pﬁmn”“m”“”_wwmo_“ Altowance for Bad Debts
The Company | TSMC-Nerth America Subsidiary 3 15,521,503 Jodays | § 4,721,288 | - b1 5,883,939 H -
Philips Major shareholder 257,313 38 days 1n3m | - 18,648 -
GUC Investee over which the Company had a 155,218 49 days "r | - 38,062 -
controlling interest
TSMC-Shanghai Subsidiary 123,853 Note 21,089 | Accelerate demand on account receivables - -
IS investee accounted for using equity method 121,911 Note 3084 | - 3,064 -

Note: The ending balance primarity consisted of other receivables, it is not applicable for the calculation of the trnaver rate.
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TABLE 9

Taiwan Semiconductor Manufacturing Company Limited

INFORMATION OF INVESTMENT {N MAINLAND CHINA
FOR THE YEAR ENDED DECEMBER 31, 2006

(Amounts in Thousands of Mew Taiwan Dollars, Unless Qthenwise Specified)

design spedifications provided by customers

Accumulated Outflow Irvestment Flows Accumulated Quiflow of Equity in Carrying Accumulated Inward
Total Amount of | 1o of of Investment from Investment from Taiwan Percentage | Eamnings | Valueasof | Remittance of Earnings
Investee Company Main Businesses and Praducts Paid-in Capital Taiwan as of of {
(RMB in Thousand) Investrment January 1, 2006 Cutflow as of umnmacmq 31,2006 Ownership {Losses) December a5 ol
{USS in Thousand) | (USS in Thousand} Inflow {USS$ in Thousand) {Note 2) 31, 2006 December 31, 2006
TSMC {Shanghai) Manufacturing and sales of integrated circuits b 12,180,367 | {Note 1} H 12,180,367 | § -8 - $ 12,180,367 100% | § (6372200 | § 9.027,984 ]
Company Limited at the order of and pursuani ta product {RMB  3,070,623) {uss 371,000) {uss 371,000}

Accumulated Investment in Mainland China as of December 31, 2006 {US$ in Thousand)

Investment Amgunts Authorized by Investment Commission, MQEA {US$ in Thousand)

Upper Limi¢ on Investment (US$ in Thousand)

H 12,180,367
{Us$ 371,000

$
(uss

12,180,367
31,0000

§ 12,180,367
uss 371,000}

Note 1: Dwrect investrents US$371,000 thousard in TSMC-Shanghai.
Note 2: Amount was recognized based on the audited finandal statements.
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders
Taiwan Semiconductor Manufacturing Company Limited

We have audited the accompanying consolidated balance sheets of Taiwan Semiconductor
Manufacturing Company Limited and subsidiaries as of December 31, 2006 and 2005, and the
related consolidated statements of income, changes in shareholders’ equity and cash flows for the

. years then ended. These consolidated financial statements are the responsibility of the Company's
management. Qur respansibility is to express an opinion on these consolidated financial statements
based on our audits.

Woe conducted our audits in accerdance with the Rules Governing the Audit of Financial Statements
by Certified Public Accountants and auditing standards generally accepted in the Republic of

China. Those rules and standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement preseniation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the conselidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Taiwan Semiconductor Manufacturing Company
Limited and subsidiaries as of December 31, 2006 and 2005, and the results of their consalidated
operations and their consolidated cash flows far the years then ended in conformity with the
Guidelines Governing the Preparation of Financia! Reports by Securities Issuers, requirements of the
Business Accounting Law and Guidelines Governing Business Accounting with respect to financial
accounting standards, and accounting principles generally accepted in the Republic of China.

Dol £ Fne

January 11, 2007
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Notice to Readers

The accompanying consolidated financial statements are intended only to present the consolidated
financial position, results of operations and cash flows in accordance with accounting principles
and practices generally accepted in the Republic of China and not those of any other jurisdiction.
The standards, procedures and practices to audit such consolidated financial statements are those
generally accepted and applied in the Republic of China.

For the convenience of readers, the auditors’ report and the accompanying financial statements have
been translated into English from the original Chinese version prepared and used in the Republic

of China. If there is any conflict between the English version and the original Chinese version or

any difference in the interpretation of the two versions, the Chinese-language auditors’ report and
financial staternents shall prevail.
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Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

(In Thousands of New Taiwan Dellars, Except Consolidated Earnings Per Share)

2006 2005 2006 2005
Amount % Amount % Amount % Amount %
GROSS SALES (Notes 2 and 25) $ 322883499 § 271801696 INCOME BEFORE INCOME TAX $ 133,362,208 a2 3 94,263,247 35
SALES RETURNS AND ALLOWANCES {Note 2) 5,476,328 5,236,626 INCOME TAX EXPENSE (Notes 2 and 18) fFiam 2 630,579) -
NET SALES 317,407171 100 266,565,07¢ 100 NET INCCME BEFORE CUMULATIVE EFFECT OF '
CHANGES IN ACCOUNTING PRINCIPLES 125,588,497 40 93,632,668 35
COST OF SALES [Notes 19 and 25) 161,597,081 51 148,362,196 ]
CUMULATIVE EFFECT OF CHANGES N ACCOUNTING PRINCIPLES, NET OF TAX
GROSS PROFIT 155,810,000  _ 49 118,202,874 44 BEMEFITOF NT$82,062 THOUSAND (Note 3) 1,606,749 - - -
OPERATING EXPENSES (Note 19) NET INCOME 5 127,195,246 40 1§ 93,532,668 35
Research and development 16,076,432 5 14,018,506 5
General and administrative 8,716,653 3 5,085,536 3 ATTRIBUTABLE TO:
Marketing 3,752,311 ! 4,132,273 2 Sharehclders of the parent 3 127,009,731 a0 | s 93,575,035 35
Minority interests 185,515 - 52,633 -
Total gperating expenses 28,545,396 9 27,234,315 10 )
§ 127,195,246 a0 | s 93632663 35
INCOME FROM OPERATIONS 127,264,694 40 00,968,559 34
- - 2006 2005
zoz.onmx..ﬂ_zm INCOME AND GAINS Income Attributable Income Attributable
Interest income (Motes 2 and 3) 4,542,149 2 2,806,226 1 to Shareholders of the Parent | to Shareholders of the Parent
Equity in eamnings of equity method investees, net (Notes 2 and 9) 2,347,153 1 1,433,226 i
Settlement income {Nota 27) 973,214 - 964,710 - Before After Before After
Technical senvice income (Notes 25 and 27} 571,500 - 462,524 . IncomeTax  IncomeTax | IncomeTax Income fax
Gain on disposal of property, plant and equipment and other assets CONSOLIDATED EARNINGS PER SHARE {Note 23)

{Notes 2 and 25) 421,051 - 342,756 - Basic earnings per share $ 522 % 483 |S 366 % 163
Subsidy income {Note 2) 334,478 - 321,850 - Diluted earnings per share 3 522 % 492 1 % 366§ 3.63
Foreign exchange gain, net (Notes 2 and 3} - - 2,609,979 1
Others (Note 25} 510,047 . A57 989 . The accompanying notes are an integral part of the consolidated financial statements. (Concluded)

Total non-cperating income and gains 9,705,592 3 9,399,360 3
NON-QOPERATING EXPENSES AND LOSSES

Interest expense (Note 3) 850,602 1 1,413 374 -
Valuation loss on financial instruments, net (Notes 2, 3, 5 and 24) 812,937 - 337,160 -

10ss 00 seitlement and disposal of financial instruments, ret
{Notes 2, 3 and 5} 798,610 - 3,602,799 2
Foreign exchange loss, net {Notes 2 and 3) 400,863 - - -
Loss on impairment of financial assets {Note 2) 279,690 - 128,900 -
Loss on dispesat of property, plant and equipment (Note 2) 241,397 - 60,109 .
Others 183,979 - 562,330 -
Total non-operating expenses and losses 3608078 1 6,104,672 2

{Continued}
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Taiwan Semicenductor Manufacturing Company Limited and Subsidiaries

CONSOLIDATED STATEMENTS OF CASH FLCWS
FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

(In Thousands of New Taiwan Dollars)

60

2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES
Net income attributable to sharehalders of the parent $ 127,009,731 4 93,575,035
Net income attributable to minarity interests 185,515 57,633
Adjustments ta reconcilé net income ta net cash pravided by operating
activities:
Depreciation and amortization 73,715,242 75,649,429
Amortization of premiurm/discount of finandal assets 2,389 120,872
Loss (gain) on disposal of available-for-sale financial assets, net (90,826} 150,081
Equity in earnings of equity method investees, net (2,347,153} (1,433,226)
Dividends recefved from equity method investees 614,567 668,464
Gain on disposat of investments accounted for using equity method - (583)
Gain on disposal of financial assets carried at cost, net (16,210} {14,72%)
Less on impairment of financial assets 279,630 128,500
Gain on dispasal of property, plant and equipment and other assets, net (179,654} (282,647)
Deferred income taxes 121,590 (3,353,013)
Loss on idle assets 44,072 131,849
Donation of idle assets - 1.207
Net changes in operating assets and liabilities:
Decrease (increase) in.
Financial assets and liabilities at fair value through profit or loss 340,176 72,842
Notes and accounts receivable 8,124,625 (11,572,809
Receivables from related parties 440,927 {101,915)
Allowance for doubtful receivables ' (230,706 {3,145)
Allowance for sales returns and others (1,446,611} 74,963
Other receivables from related parties 341,047 {87,979)
Other financial assets (738,745) {305,881)
Inventeries, net (3,702,425) (2,006,165)
Prepaid expenses and other current assets (170,576) 119,985
Increase (decrease) in:
Accounts payable (1,487,064) 2,088,582
Payables to related parties (572,441} (1,629,217)
Income tax payable 3,931,022 3,611,486
Accrued expenses and other current liabilities 862,428 181,748
Accrued pension cost 5,676 360,128
Oeferred credits {99,310} 117,335
Net cash provided by operating activities 204,996,986 157,225,238
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of:
Available-for-sale financial assets {119,291,685) (99,436,242)
Held-to-maturity financial assets (18,554,027} (14,198,142)
Financial assets carried at cast (511,632) {456,897)
Investments accounted for using eguity method {2,613,009) {621,883)
Property, plant and equipment {78,737,265) (79,878,724)
Proceeds from disposal of:
Available-for-sale finandial assets 91,620,367 102,577,763
Financial assets carried at cost 126,465 76,186
Iwestments accounted for using equity method - 65,076
Property, plant and equipment and other assets 518,705 480,707
Redemption of held-to-maturity financial assets upon maturity 10,410,000 14,595,394
Increase in deferred charges (1,414,742) {855,967)
Decrease (increase} in refundable deposits (1.224,443) n
Decrease {increase} in other assets {52,086} poal
Net cash used in investing activities 119,723,352 77,652,217,
{Continued)

2006 2005
CASH FLOWS FROM FINANCING ACTIVITIES
Repayments on:
Short-term bank lgans M (328,500) ' {54,504)
Bonds payable - (10,500,000}
Long-term hank loans (5.489) {1,337,489)
Increase in guarantee depasits 920,702 2,483,549
Cash bonus paid to employees (3,432,129 (3.086.215)
Cash dividends (61,742,741) (45.419,812)
Bonus to directors and supervisors (257.410) (231,466)
Proceeds from:
Exercise of employee stock options 575,197 270,929
Disposal of treasury stock . 864,489
Increase in minority interests 487,017 6,832
Met cash used in financing activities (63,783,353} 57.968,687)
NET INCREASE IN CASH AND CASH EQUIVALENTS 21,490,281 21,604,334
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH
EQUIVALENTS (136,796 348,921
£FFECT OF FIRST INCLUSION FOR CONSOLIDATION OF CERTAIN
SUBSIDIARIES - 228,101
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 96,483,707 74,302,351
CASH AND CASH EQUIVALENTS, END OF YEAR § 117837192 $ _ __96.483,707
SUPPLEMENTAL INFORMATION
Interest paid § 951,450 $ 1,378,610
Income tax paid § 3630,029 $ 341,671
VESTING ACTIMITIES AFFECTING BOTH CASH AND NON-CASH ITEMS
Acguisition of property, plant and egquipment $ 80,675,310 $ 56,166,205
Decrease (increase} in payables to contractors and equipment supy (1,702,555 24,361,666
Increase in other long-term payables (235,490) 549,147)

Cash paid §__ 78731265 § 79878724
NONCASH FINANCING ACTIVITIES

Cusrent pertion of lang-term liabilities i 7004137 $ . 5489
Current portion of ether long-term payables (under acerued expenses and

aother current liabilities) ) . b17.892 5 868,072
Current portion of other payables to related parties (under pavables to

related parties) $ 558,581 $ 693,956

The accompanying notes are an integral part of the consolidated financial statements. (Concluded)
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Percentage of
Name of Investor Name of Investee Qwrership at | Remark
Decernber 31, 1006
TSMC Development WaferTech, LLC (WaferTech) 99.996% | -
GUC Global Unickip Corp.-North 100% | GUCNA, a subsidiary of GUC, became a
America {GUC-NA) consolidated entity of TSMC since TSMC
has control over GUC.
Global Unichip Japan Co., Ltd. i00% | GUC-Japan, a subsidiary of GUC, became a
{GUIC-Japan) consotidated entity of TSMC since TSMC
has control over GUC.

{Cencluded)

The following diagram presents information regarding the relationship and ownership percentages
between TSMC and its consolidated subsidiaries as of December 31, 2006:

TSMC
100% _ 100% _ 100% ‘ 100% _ 100% _ 100% ; 100% 100% 36% _ 36% 99.5% 38% _ 58% 98%
TSMC TSMC TSMC. TSMC TSMC. 64% E i
! - K T = . . amﬂm_ﬂm
Global TSMC-NA TSMC-Japan] | TSMC-Korea international Europe partners Shanghai Chi Cherng i Hsin Ruey Alliance GUC VTAF il VTAF I
{+]
_ 100% _ 100% _ 97% _ 97% 100% 100%
TSMC TSMC ISDF ISGF Il GUC-NA GUC-lapan
Technology | | Development
99.996%
WaferTech
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If there is objective evidence which indicates that a financial asset is impaired, a loss is recognized.
in a subsequent period, the amount of the impairment loss decreases and the decrease is clearly
attributable to an event which occurred after the impairment lass was recognized, the previously

recagnized impairment loss is reversed to the extent of the decrease. The reversal may not result
in a carrying amount that exceeds the amertized cost that would have been determined as if no
impairment loss had been recognized. -

Allowance for Doubtful Receivables

An allowance for doubtful receivables is provided based on a review of the collectibility of accounts
receivable. The Company determines the amount of allowance for doubtful receivahles by examining
the aging analysis of outstanding accounts receivable and current trends in the credit quality of its
customers as well as its internal credit policies.

Revenue Recognition and Allowance fer Sales Returns and Others

The Company recognizes revenue when evidence of an arrangement exists, shipment is made, price
is fixed or determinable, and collectibility is reasonably assured. Revenues from the design and
manufacture of photo masks, which are used as manufacturing tools in the fabrication process, are
recognized when the photo masks are qualified by customers. Provisions for estimated sales returns
and others are generally recorded in the period the related revenue is recognized based on historical
experience, management’s judgment, and any known factors that would significantly affect the
allowance,

Sales prices are determined using fair value taking into account related sales discounts agreed to by
the Company and its customers. Sales agreements typically provide that payment is due 30 days from
inveice date for a majority of the customers and 30 to 45 days after the end of the month in which
sales occur for some customers. Since the receivables from sales are collectible wi
such transactions are frequent, fair value of the receivables is equivalent to the nominal amount of
the cash to be received.

in one year and

inventories

Inventaries are stated at the lower of cost or market value. Inventories are recorded at standard cost
and adjusted to the approximate weighted-average cost at the balance sheet date. Market value
represents replacement cost for raw materials, supplies and spare parts and net realizable value for
waork in process and finished goods. The Company assesses the impact of changing technology on
its inventories on hand and writes off inventories that are considered obsolete. Year-end inventories
are evaluated for estimated excess quantities and obsoclescence based on a demand forecast within a
specific time horizon, which is generally 180 days or less. Estimated losses on scrap and slow-moving
items are recognized and included in the allowance for losses.

Investments Accounted for Using Equity Method

Investments in companies wherein the Company exercises significant influence over the operating
and financial policy decisions are accounted for using the equity method. The Company’s share of
the net income or net loss of an investee is recognized in the “equity in garnings/losses of equity

64

method investees, net” account. Prior to January 1, 2006, the difference, if any, between the cost
of investment and the Company’s proportionate share of the investee’s equity was amortized by
the straight-line method over five years, with the amortization recorded in the “equity in earnings/
losses of equity method investees, net” account. Effective January 1, 2006, pursuant to the revised
Statement of Financial Accounting Standards No. 5, “Long-term Investments in Equity Securities”
{SFAS No. 5}, the cost of an investment shall be analyzed and the difference between the cost of
investment and the fair value of identifiable net assets acquired, representing goodwill, shall not be
amortized and instead shall be tested for impairment annually, The accounting treatment for the
investment premiums acquired before lanuary 1, 2006 is the same as that for goodwill which is no
longer being amortized; while investment discounts continué to be amortized over the remaining
periods. When an indication of impairment is identified, the carrying amount of the investment is
reduced, with the related impairment loss recegnized in earnings.

When the Company subscribes for additional investee's shares at a percentage different from its
existing ownership percentage, the resulting carrying amount of the investment in the investee
differs from the amount of the Company's share of the investee’s equity. The Company records such
a difference as an adjustment to long-term investments with the corresponding amount charged or
credited to capital surplus.

Gains or losses an sales from the Company to equity method investees are deferred in proportion to
the Company’s ownership percentage in the investees until such gains or losses are realized through
transactions with third parties. Gains or tosses on sales from equity method investees to the Company
are deferred in proportion to the Company's ownership percentages in the investees until they are
realized through transactions with third parties.

If an investee's functional currency is a foreign currency, translation adjustments will result from the
translation of the investee's financial statements into the reporting currency of the Company. Such
adjustments are accumulated and reported as a separate component of shareholders’ equity.

Financial Assets Carried at Cost

Investments in which the Company does not exercise significant influence and that do not have

a quoted market price in an active market and whose fair value cannot be reliably measured are
carried at their original cost, such as non-publicly traded stocks and mutual funds. The costs of non-
publicly traded stocks and mutual funds are determined using the weighted-average method. If
there is objective avidence which indicates that a financial asset is impaired, a loss is recognized. A
subsequent reversal of such impairment loss is not allowed,

The accounting treatment for cash dividends and stock dividends arising from financial assets carried
at cost is the same as that for cash and stock dividends arising from available-for-sale financial assets.
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Stock-based Compensation

Employee stock option plans that are amended or have options granted on or after January 1,

2004 are accounted for by the interpretations issued by the Accounting Research and Development
Foundation. The Company adopted the intrinsic value method and any compensaticn cost determined
using this method is recogrized in earnings over the employee vesting period.

Treasury Stock

TSMC's stock held by subsidiaries is treated as treasury stock and reclassified from investments
accounted for using equity method to treasury stock. The gains resulted from disposal of the treasury
stock held by subsidiaries and cash dividends received by subsidiaries from TSMC are recorded under
capital surplus - treasury stock transactions.

Foreign-currency Transactions

Foreign-currency transactions are recorded in New Taiwan dollars at the rates of exchange in effect

when the transactions occur. Exchange gains or losses derived from foreign-currency transactions or
monetary assets and liabilities denominated in foreign currencies are recognized in earnings. At the

balance sheet date, monetary assets and liabilities denominated in foreign currencies are revalued at
prevailing exchange rates with the resulting gains or losses recognized in earnings.,

Translation of Foreign-currency Financial Statements

Statements of Financial Accounting Standards No. 14, *Accounting for Foreign-currency Translation”
applies to foreign subsidiaries that use the local currency as their functional currency. The financial
statements of {oreign subsidiaries are translated into New Taiwan dollars at the following exchange
rates: Assets and liabilities - spot rates at year-end; sharehoclders’ equity - historical rates; income
and expenses - average rates during the year. The resulting translation adjustments are recorded as a
separate component of shareholders” equity.

3. ACCOUNTING CHANGES

On January 1, 2006, the Company adopted the newly released Statements of Financial Accounting
Standards No. 34, "Financial Instruments; Recognition and Measurement” (SFAS Na. 34) and No.
36, “Financial instruments: Disclosure and Presentation” and related revisions of previously released
SFASs.

a. Eifect of adopting the newly released SFASs and related revisions of previously released SFASs

The Company had nmﬂmoolen its financial assets and liabilities upon initial adoption of the newly
released SFASs. The adjustments made to the carrying amounts of the financial instruments
categorized as financial assets or financial liab
included in the cumulative effect of changes in accounting principles; the adjustments made to
the carrying amounts of those categorized as available-for-sale financial assets were recognized as

ies at fair value threugh profit or loss were

adjustments to shareholders’ equity.
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The effect of adopting the newly released SFASs is surnmarized as follows:

Recognized as Cumulative
Effect of Changes in
Accounting Principles

Recognized as a
Separate Component of
Sharehelders’ Equity

(Net of Tax)
Financial assets/fiabilities at fair value through profit or loss $ 1,606,749 $ -
Available-for-sale financial asséts - 306,531
b3 1,606,749 1] 306,531

The adoption of the newly released SFASs resulted in a decrease in net income before cumulative
effect of changes in accounting principles of NT$1,083,574 thousand, an increase in net income of
NT$ 523,175 thousand, and an increase in basic earnings per share (after income tax) of NT$0.02
for the year ended December 31, 2006.

Effective January 1, 2006, the Company adopted the newly revised SFAS No. 5 and SFAS No. 25,
which prescribe that investment premiums, representing goodwill, be assessed for impairmeni at
least on an annual basis instead of being amortized. Such a change in accounting principle did not
have a material effect on the Company’s consolidated financial statements as of and for the year
ended December 31, 2006.

b. Reclassifications

Upon adoption of SFAS No. 34, certain accounts in the consolidated financial statements as of and
for the year ended December 31, 2005 were reclassified to conform with the consclidated financial
statements as of and for the year ended December 31, 2006, The previously issued consofidated
financial statements as of and for the year ended December 31, 2005 were not required to be
restated.

Certain accounting policies prior to the adoption of the newly released SFASs are summarized as
follows:

1) Shart-term investments

Short-term investments that were publicly-traded, easily converted to cash, and not acquired

for the purpose of controlling the investees or establishing close business relationship with the
investees were carried at the lower of cost or market value at the balance sheet date, with any
temporary decline in value charged to current income. The market value of publicly-traded stocks
was determined using the average-ctosing prices for the last month of the year.
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5. FINANCIAL ASSETS/LIABILITIES AT FAIR VALUE THROUGH PROFIT OR
LOSS

December 31
2006 2005
Trading financial assets
Publicly-traded stocks 1] 1,162,253 § 389,540
Forward exchange contracts - 26,720
{ross CUMENcy swap contracts 44,601 1,354,185
$ 1,206,854 1 1,770,445
Trading financial
Forward exchange contracts ] 13 $ -
Cross currency swap contracts 10,751 234279
3 10,864 3 234,279

The Company entered into derivative contracts during the years ended December 31, 2006

and 2005 to manage exposures due to the fluctuations of foreign exchange rates. The derivative
contracts entered into by the Company did not meet the criteria for hedge accounting prescribed by
SFAS No. 34. Therefere, effective from lanuary 1, 2006, the Company discontinued applying hedge
accounting treatment for its derivative financial contracts.

Qutstanding forward contracts as of December 31, 2006 and 2005:

Currency Maturity Date homnﬂﬂcﬂﬁﬂﬂﬂ
December 31, 2006
Buy ushirys January 2007 IPYS 38,610
December 31, 2005
Sell USE/NTS January 2006 uss 60,000
Cutstanding cross currency swap contracts as of December 31, 2006 and 2005:
Contract Amount Range of Range of

Maturity Date

{In Thousands) Interast Rates Faid Interest Rates Recaived

December 31, 2006

January 2007 to February 2007 us$ 820,000 3.19%-5381% 0.90% - 3.25%
December 31, 2005
January 2006 to March 2006 uss 2,089,000 4.15% - 4.54% 0.02%-2.12%
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The Company did not enter into any interest rate swap contracts during the year ended December 31,
2006. The Company rescinded all interest rate swap contracts in the first quarter of 2005 before their
original maturities. The rescission loss of NT$28,295 thousand has been reclassified and included in
the “loss on settlernent and disposal of financial instruments” account.

Net losses arising from derivative financial instruments for the year ended December 31, 2006 were
NT$1,613,366 thousand (including realized settlement losses of NT$1,647,103 thousand and a
valuation gain of NT$33,737 thousand).

6. AVAILABLE-FOR-SALE FINANCIAL ASSETS

December 31
2006 2005
Open-gnd mutual funds $ 26,147,276 $ 6,198,982
Corporate bonds 16,494,244 11,853,044
Agency bonds 12,691,612 14,496,728
Corporate issued asset-backed securities 0,541,679 11,582,590
Government bonds 6,921,532 1,776,279
Money market funds 667,828 260,686
Structured time deposits 499,242 -
Publicly-traded stocks 208,930 138,527
Corporate notes - 263,249
74172,343 46,570,085
Current portion {67,533 858} (46,452 838)
i 5,648,485 $ 117,247

Starting from 2004, the Company entered into investment management agreements with three well-
known financial institutions (fund managers} to manage its investment portfalios. In accordance with
the investment guidelines and terms specified in these agreements, the securities invested by the fund
managears cannot be below a pre-defined credit rating. As of December 31, 2006, the Company’s
investment portfolios managed by these fund managers aggregated to an ariginal amount of
Us$1,206,211 thousand. The investment portfolios included securities such as corperate bonds,
agency bonds, asset-backed securities, government bonds and others. Securities acquired with
maturities of less than three months from the date of purchase were classified as cash equivalents.

As of December 31, 2006, structured time deposits categorized as available-for-sale financial assets
consisted of the following:

. . Range of .
Principal Amount Carrying Amount Interest Rates Maturity Date
Step-up callable deposits
Domestic depasits $ __500,000 | $ 439,242 1.76% | March 2008

The interest rate of the step-up callable deposits was pre-determined by the Company and the banks.
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11. PROPERTY, PLANT AND EQUIPMENT

Accumulated depreciation consisted of the following:

December 31

2006 2005
Land improvements Y 234317 $ 206,408
Buildings 54,288,215 46,560,127
Machinery and equipment 400,579,587 344,431,001
Office equipment 7,839,303 6,862,502
Leased assets 96,592 64,560
- $ 463,038,084 5 398124807

No interest was capitalized during the years ended Decernber 31, 2006 and 2005.

12. DEFERRED CHARGES, NET

December 31
2006 2005
Technolagy license fees H 4,132,174 3 5,099,227
Software and sysiem design costs 1,669,781 1,737,384
Others 134,960 169,639
s 5,935,915 § 7,006,250

13. SHORT-TERM BANK LOANS

Decernber 31

2006 2005
Unsecured loans:

US$10,000 thousand repayable by June 2008, annual interest a1 4.77% 5 § 328,500
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14. BONDS PAYABLE

Decernber 31
2006 2005
Domestic unsecured bonds:
Issued in December 2000 and repayatle in December 2005 and 2007
in two instalimenits, 5.25% and 5.36% interest payable annually,
respectively ] 4,500,000 ) 4,500,000
Issued in January 2002 and repayable in January 2007, 2005 and
2012 in three installments, 2.60%, 2.75% and 3.00% interest
payable annually, respectively 15,000,000 15,000,000
19,500,000 18,500,000
Current poriion (7,000,000) -
$_ 12500000 195000

As of December 31, 2006, future principal repayments for the Company’s bonds were as follows:

Year of Repayment Amount
2007 ] 1,000,000
2009 8,000,000
2012 4,500,000
$ 19,500,000
15. LONG-TERM BANK LOANS
December 31
2006 2005
Secured Joan:
US$20,000 thousand, repayable by November 2008 in 5 payments,
annual interest at 5.91% 1) 631,871 $ 656,914
Unsecured loans:
Science Park Administration (SPA) SOC loan, repayable by July
2008 in 20 payments, interest-free 4,873 7658
SPA DSP loar, repayable by April 2007 in 20 payments, interest-free 1352 4,057
658,096 668,629
Current portion 4,130 {5,489)
$ 653959 S 663140
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b. Reconciliation of funded status of the plans and accrued pension cost at December 31,

2006 and 2005

18. INCOME TAX

a. A reconcifiation of income tax expense based on “income before income tax” at statutory rates and

inceme tax currently payable was as follow:

Years Ended December 31

2006 2005
Benefit abligation
Vested henefit obligation § 102,920 $ 62,302
Nonvested benefit obligation 3,883,344 3,364,333
Accurulated benefit obligation 3,986,264 3,416,635
Additional benefits based on future salaries 2,969,830 2,550,307
Projected benefit obligation 6,956,084 5,976,942
Fair value of plan assets {1,858,595} {1,691,603)
Funded status 4,997,499 4,785,339
Unrecognized net transition obligation {118,4200 {126,969)
Unrecognized net loss (1,339,019 (684,426}
Accrued pension cost § 3540060 § _ 3473941
Vested benefit $ 106,645 5 _B175%2
c. Actuarial assumgptions at December 31, 2006 and 2005
2006 2005
Discount rate used in determining present values 2.25% - 350% 2.75% - 3.50%
Future salary increase rate 2.00% - 3.00% 2.00% - 3.00%
Expected rate of return on plan assets 2.50% 2.50% - 2.75%
d. Contributions to the Funds for the year
2006 2005
s 23l !
. Payments from the Funds for the year
2006 2005
3 7,407 § 3419
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2006 2005
Income tax expense based on “income betore income tax® at statutary rates $ (34,786,278} b 123,658,498}
Tax effect of the following:
Tax-exempt income 12281413 12,243,435
Temporary and permanent differences 2817104 {1.123,735)
Additional tax at 10% on unappropriated earnings {1,170,108) {1,494 811)
Cumnulative effect of changes in accounting principles 82,062 -
Investment tax credits used 12,769,386 10,133,848
Income tax currently payable $ {8,006,421) $ (3,899.761)
b. Income tax expense consisted of the following:
Years Ended December 31
2006 2005
Income tax currently payahle 5 (8,006,421} $ (3.899,761)
Other income tax adjustments 328,152 (117,314
Net change in deferred income tax assets
Tnvestment tax credits (3,914,757) {1,945,878)
Temporary differences 2,181,558 2,402,408
Net operating loss carryforwards {1,412,946) {690,615)
Adjustments in vatuation allowance 3,050,703 3,640,583
Income tax expense $ (7,773,711 $ 630,579
c. Net deferred income tax assets consisted of the following:
December 31
2006 2005
Current deferred income tax assets, net
Investment tax credits $ 7.870,800 3 7,033,622
Temparary differences 584,210 454,051
Net operating loss carryforwards - 15,825
Valuation allowance 441,018) {354,192)
$ 801359 $ 7,149,306
Non-current deferred income tax assets, net
Investment tax credits ) 12,252,389 § 17,004,324
Temporary differances {3,580,754) {5,640,477)
et operating loss carryforwards 4,816,846 6,261,469
Valuation allowance 7,686,339 {10,836,898}
$ 5,802 142 1) 6,788,418
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Capital surplus consisted of the following:

December 31
2006 2005
From merger 3 24,003,546 $ 24,003,546
Additional paid-in eapital 19,974 431 23,254,234
From convertible bonds 9,360,424 9,360,424
From treasury stock transactions 389,188 306,868
From long-term investments 379,854 192,759
Donations 55 5%
$ 54,107,498 $ 57,117,886

TSMC's Articles of Incorporation as revised on May 10, 2005 provide that, when allocating the net
profits for each fiscal year, TSMC shall first offset its iosses in previous years and then set aside the
following items accordingly:

a. Legal capital reserve at 10% of the profits left over, until the accumulated legal capital reserve has
equaled TSMC's paid-in capital;

b. Special capital reserve in accordance with relevant laws or regulations or as requested by the
authorities in charge;

¢. Bonus to directors and supervisors and bonus to employees of TSMC of not more than 0.3% and
not less than 1% of the remainder, respectively. Directors who also serve as executive officers of
TSMC are not entitled to receive the bonus to directors and supervisors. TSMC may issue stock
benuses to employees of an affiliated company meeting the conditions set by the Board of
Directors or, by the person duly authorized by the Board of Directors;

d. Any balance left over shall be allocated according to the resolution of the shareholders’ meeting.

The Articles of Incorporation alsc provide that profits of TSMC may be distributed by way of cash
dividend and/or stock dividend. However, distribution of profits shall be made preferably by way of
cash dividend. Distribution of profits may also be made by way of stock dividend; provided that the
ratio for stock dividend shall not exceed 50% of the total distribution.

74

Any appropriations of the profits are recorded in the year of shareholder approval and given effect to
in the financial statements of that year.

The appropriation for legal capital reserve shall be made until the reserve equals TSMC's paid-in
capital. The reserve may ke used to offset a deficit, or be distributed as dividends and bonuses for
the portion in excess of 50% of the paid-in capital if TSMC has ne unappropriated earnings and

the reserve balance has exceeded 50% of TSMC's paid-in capital. The Company Law also prescribes
that, when the reserve has reached 50% of TSMC's paid-in capital, up to 50% of the reserve may be
transferred to capital.

A special capital reserve eguivalent te the net debit balance of the other components of shareholders’
equity {for example, cumulative translation adjustments and unrealized loss on financial assets, but
excluding treasury stock) shall be made from unappropriated earnings pursuant to existing regulations
premuigated by the Securities and Futures Bureau (SFB). Any special reserve appropriated may he
reversed to the extent that the nat debit balance reverses.

The appropriations of earnings for 2005 and 2004 had been approved in the shareholders’ meetings
held on May 16, 2006 and May 10, 2005, respectively. The appropriations and dividends per share
were as follows;

Appropriation of Earnings Dividends Per Share (NT$)

For Fiscal Year 2005 | For Fiscaf Year 2004 | For Fiscal Year 2005 | For Fiscal Year 2004
Legal capital reserve $ 8,357,503 $ 8,820,200
Special capital reserve {1,585,685} 2,226,427
Employees’ profit sharing - in cash 3,432,129 3,086,215
Employees’ profit sharing - in stack 3432129 3,086,215
Cash dividends to shareholders 61,825,061 45,504,097 § 250 $ 2.00
Stock dividends to shareholders 3,709,504 11,626,024 015 050
Sonus to directors and supervisors 257410 231,466

§ 80,428,051 ] 75,580,645
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Moreover, the GUC 2006 Plan and GUC 2004 Plan were approved by the SFB on July 3, 2006 and
August 16, 2004 to grant a maximum of 3,665 options and 2,500 options, respectively, with each
option eligible to subscribe for one thousand commeon shares when exercisable, The options may be
granted to qualified employees of GUC or any of its subsidiaries. The options of the GUC 2006 Plan
are valid until August 15, 2011 and the options of the GUC 2004 Plan are valid for six years. Options
of both Plans are exercisable at certain percentages subsequent to the second anniversary of the grant
date.

Options of the aforementioned GUC Plans, except those of the GUC 2006 Plan, that had never been
granted, or had been granted but subsequently canceled had expired as of December 31, 2006.

Information about GUC's outstanding stock options for the years ended December 31, 2006 and
2005 was as follows:

No compensation cost was recognized under the intrinsic value method for the years ended
December 31, 2006 and 2005. Had the Company used the fair value based method (based on the
Black-Scholes madel} to evaluate the options granted after January 1, 2004, the assumptions and pro
forma results of the Company for the years ended December 31, 2006 and 2005 would have been as

. Weighted-Average
Number of Qptions Exercise Price (NTS)

Year ended December 31, 2006
Balance, beginning of year 7132 $ 0.7
Options granted 3,689 19.5
Options exercised {2,862) 16.5
Options canceled 617) i2.1
Balance, end of year .13 140

Year ended December 34, 2005
Balance, beginning of year 7,889 10.5
Cptions granted 2,499 1no
Cptions exercised {2.641) 10.5
Cptions canceled 615] 10.6
Balance, end of year 1,132 107

follows:
2006 2005
Assurnplions:
TSMC Expected dividend yietd 1.00% - 3.44% 1.00% - 3.44%
Expected volatility 43.77% - 46.15% 43.77% - 46.15%
Risk free interest rate 3.07%- 3.85% 307%-385%
Expected life 5 years 5 years
GuC Expected dividend yield - .
Expected volatility 22.65%-41.74% 22.65% - 28.02%
Risk free interest rate 2.23%- 2.56% 2.56%
Expected life 3- 6 years 6 years
Net income attributable to shareholders of the parent:
As reported 3 127,009,731 5 93,575,035
Pro forma 126,887,247 93,456,533
Censolidated earnings per share (EPS) - after income tax (NTS):
Basic EPS as reported $ 493 $ 3863
Pro forma basic EPS 492 363
Diluted EPS as reported 492 31863
Pro forma diluted EPS - 492 363

As of December 31, 2006, information about GUC's outstanding and exercisable options was as

22. TREASURY STOCK

{Shares in Thousands)

e | owiensy | Owes |G
Year ended December 31, 2006
Parent company stock held by subsidiaries 32938 ¢+ 988 | o | 3392
Year ended December 31, 2005
Parent company stock held by subsidiaries _as5n | oz | lags | 32938

follows:
Options Cutstanding Opticns Exercisable
Range of Exercise Weighted-average ) ]
Prce VTS Nurter o aptons Commarnon | v e oy | Numberof ptiors | (SRS
Life (Years)
$10.0- §184 1,342 1.58-4.75 $ 1490 15 13 105
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Proceeds from sales of treasury stock for the year ended December 31, 2005 were NT$899,489
thausand, As of December 31, 2006 and 2005, the boaok value of the treasury stock was NT$918,075
thousand, the market value was NT$2,290,026 thousand and NT$2,047,126 thousand, respectively.
TSMC’s stock held by subsidiaries is treated as treasury stock and the holders are entitled to the rights
of shareholders, except that starting from June 24, 2005, pursuant to the revised Company Law, the
halders are no longer entitled to vote in shareholders” meetings.
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c. Gains recognized for the changes in fair value of derivatives estimated using valuation technigues 25. RELATED PARTY TRANSACTIONS

were NT$33,739 thousand for the year ended December 31, 2006.

Except as disclosed in the consolidated financial statements and other notes, the following is a
d. As of December 31, 2006 and 2005, financial assets exposed to fair value interest rate risk were
NT$111,492,332 thousand and NT$77,190,280 thousand, respectively, financial liabilities exposed
to fair value interest rate risk were NT$10,864 thousand and NT$234,279 thousand, respectively,
and financial assets exposed to cash flow interest rate risk were NT$7,171,120 thousand and
NT$7,227,000 thousand, respectively,

summary of significant related party transactions:

a. Industrial Technology Research [nstituie (ITRI), the chairman of TSMC was one of ITRI's supervisars,
who resigned in October 2006. _

b. Philips, a major shareholder of TSMC
e. The Company recognized an unrealized gain of NT$388,164 thousand (NT$386,017 thousand

attributable to shareholders’ equity of the parent and NT$2,147 thousand attributable to minority
interests) in shareholder’s equity for the changes in fair value of available-for-sale financial assets
for the year ended December 31, 2006. The Company also recognized an unrealized gain of
NT$175,598 thousand in shareholders’ equity for the changes in fair value of available-for-sale
financial assets held by equity method investees for the year ended December 31, 2006.

¢. Investees of TSMC

VIS {accounted for using equity method)
SSMC (accounted for using equity method)

. . L d. Indirect investee
f. Information about finandal risk

VisEra, originally an investee over which the Company had a controlling interest; beginning in
November 2005, VisEra became an indirect investee accounted for using the eguity method due to
changes in investment structure.

1) Market risk. The publicly-traded stocks categorized as financial assets at fair value through profit

or loss are exposed to market risk. The derivative financial instruments categarized as financial
assets/liabilities at fair value through profit or loss are mainly used to hedge the exchange rate
fluctuatians of foreign-currency-denominated assets and liabilities. Therefore, the market risk of
derivatives will be offset by the foreign exchange risk of these assets and liabilities. Available-far-
sale financial assets held by the Company are mainly fixed-interest-rate debt securities. Therefore,
the fluctuations in market interest rates would result in changes in fair values of these debt

XinTec Corporation (XinTec), the chairman of VisEra was previously one of Xintec's directors.
Because VisEra has not been a consclidated entity of the Company since November 2005, XinTec is
no longer considered a related party.

e. Omnivision International Holding, Ltd. (Omnivision), originally a shareholder holding a 25%

2) Credit risk. Credit risk represents the potential loss that would be incurred by the Company if the ownership in VisEra. Because VisEra has not been a consolidated entity of the Company since

counter-parties or third-parties breached contracts. Financial instruments with positive fair values
at the balance sheet date are evaluated for credit risk. The counter-parties or third-parties to the
foregoing financial instruments are reputable financial institutions, business organizations, and
government agencies. Management believes that the Company’s exposure to default by those
parties is low,

3} Liquidity risk. The Company has sufficient operating capital to meet cash needs upon settlement of

derivative financial instruments, bonds payable and loans. Therefore, the liquidity risk is low.

investments in fixed-interest-rate
debt securities. Therefore, cash flows are not expected to fluctuate significantly due to changes in
market interest rates.

4) Cash flow interest rate risk. The Company mainly engages
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November 2005, Omnivision is no longer considered a related party.

. Huawei Semiconductor {Shanghai) Co., Ltd. (Huawei), which has the same president as VisEra.

However, because VisEra has not been a consolidated entity of the Company since November 2005,
Huawei is no longer considered a related party.
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b. Under a technical cooperation agreement with ITRI, the R.0.C. Government or its designee
approved by TSMC can use up to 35% of TSMC's capacity if TSMC's outstanding commitments
1o its customers are not prejudiced. The term of this agreement is for five years beginning from
January 1, 1987 and is automatically renewed for successive periods of five years unless otherwisa
terminated by either party with one year prior notice. The agreement was automatically renewed in
1992, 1997, 2002 and on January 1, 2007.

¢. Under several foundry agreements, TSMC shall reserve a portion of its production capacity for
certain major customers that have guarantee deposits with TSMC. As of December 31, 2006, TSMC
had a total of U$%116,297 thousand of guarantee deposits.

d. Under a Shareholders Agreement entered into with Philips and EDB Investments Pte Ltd. on
March 30, 1999, the parties formed a joint venture company, SSMC, which is an integrated circuit
foundry in Singapore. TSMC’s equity interest in $SMC was 32%. Nevertheless, Philips parted with
its semiconductor company which was renamed as NXP B.V. in September 2006. TSMC and NXP
purchased all the SSMC shares owned by EDB Investmenis Pte Ltd. pro rata according to the
Shareholders Agreement on November 15, 2006. After the purchase, TSMC and NXP B.V. currently
own approximately 39% and 61% of the SSMC shares respectively. The Company and Philips (now
NXP) committed to buy specific percentages of the production capacity of SSMC. TSMC and Philips
{now NXP) are required, in the aggregate, to purchase up to 70% of SSMC's capacity, but TSMC
alone is not required to purchase more than 28% of the capaadity. If any party defaults on the
commitment and the capacity utilization of SSMC fall below a specific percentage of its capacity,
the defaulting party is required to compensate SSMC for all related unavoidable costs.

e. TSMC provides technical services to SSMC under a Technical Cooperation Agreement (the
Agreement) entered into on May 12, 1999. TSMC receives compensation for such services
computed at a specific percentage of net selling price of all products sold by SSMC. The Agreement
shatl remain in force for ten years and may he astomatically renewed for successive periads of five
years each unless pre-terminated by either party under certain conditions.

f. Under a Technology Transfer Agreement (7TA) with National Semiconductor Corporation {National)
entered into on June 27, 2000, TSMC shall receive payments for the licensing of certain technology
to National. The agreement was to remain in force for ten years and could be automatically
renewed for successive periods of two years thereafter unless either party gives written notice for
early termination under certain conditions. In January 2003, TSMC and National entered into a
Termination Agreement whereby the TTA was terminated. Under the Termination Agreement,
TSMC will be relieved of any further obligation to transfer any additional technology. In addition,
TSMC granted National an option to request the transfer of certain technologies under the same
terms and conditions as the terminated TTA. The option will expire in January 2008,

g. In December 2003, TSMC entered into a Technelogy Development and License Agreement with
Freescale Semiconductor, Inc. to jointly develop 65-nm SOI {silicon on insulator) technology. TSMC
will also license related 90-nm SOI technology from Freescale Semiconductor, Inc. Any intellectual
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properties arising out of the co-development project shall be jointly owned by the parties. In
accordance with the agreement, TSMC will pay royalties to Freescale Semiconductor, Inc. and will
share a portion of the costs associated with the joint development project.

h. TSMC provides a technology transfer to VIS under a Manufacturing License and Technology
Transfer Agreement entered into on Aprit 1, 2004. TSMC receives compensation for such
technology transfer in the form of royalty payments from VIS computed at specific percentages
of net selling price of certain products sold by VIS. VIS agreed 10 reserve its certain capacity to
rmanufacture for TSMC certain products at prices as agreed by the parties.

i. Effective January 1, 2006, the Company entered into the Joint Technology Cooperation Agreement
with Philips, Freescale Semiconductor, Inc. and STMicroelectronics to jointly develop 45-nm and
beyond advanced CMOS Logic and e-DRAM technologies. The Company will contribute process
technologies and share a portion of the costs associated with this joint development project. This
agreement will expire on December 31, 2008,

j- TSMC, TSMC-North America and WaferTech filed a series of lawsuits in late 2003 and 2004
against Semiconductor Manufacturing Internaticnal Corporation (“SMIC™), SMIC (Shanghai} and
SMIC Americas. The lawsuits alleged that SMIC companies infringed multiple TSMC patents and
misappropriated TSMC’s trade secrets. These suits were settled out of court on January 30, 2005,
As part of the settlement, SMIC shall pay TSMC US$175,000 thousand over six years to resolve
TSMC’s claims. As of December 31, 2006, SMIC had paid US$60,000 thousand in accordance
with the terms of this settlement agreement. In August 2006, TSMC, TSMC-North America
and Wafertech filed a lawsuit against SMIC in Alameda County Superior Court in California for
breach of aforementioned settlement agreement, breach of promissory notes and trade secret
misappropriation, seeking injunctive relief and monetary damages. In September 2006, SMIC filed
a cross-complaint against TSMC in the same court, alleging TSMC of breach of the settlement
agreement and implied covenant of good faith and fair dealing, in response to TSMC's August
complaini. The outcome of this litigation cannot be determined at this time.

k. TSMC-Shanghai entered into an agreement with a certain foreign company. In accordance with the
agreement, TSMC-Shanghai is obligated to purchase certain property, plant and equipment at the
agreed-upon price within the contract period. If the purchase is not completed, TSMC-Shanghai is
obligated to compensate the counterparty for the loss incurred.

|. Amounis available under unused letters of credit as of December 31, 2006 were NT$6,480
thousand.
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¢. Export sales

The export sales were as follows:

Years Ended Decernber 31

Area
2006 2005
Asia $ 62,434,071 $ 64,942,647
Furgpe and others 23,764,877 15,932,575
$____ 986198948 ] 80,875,222

The export sales information is based on the amounts billed to customers within the areas.

d. Major customers representing at least 10% of gross sales

Years Ended December 31
2006 2005
Amaount % Amount %
Customer A 33,850,441 " L4 24,718,306 g
Customer B 25,214,878 8 29,855,447 1"
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TABLE 3
Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

MARKETABLE SECURITIES HELD
DECEMBER 31, 2006

{Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Spe

Decernber 31, 2006
H . Relationship with the - _ Canrving Value Market Value or
efd Company Name Marketable Securities Type and Name Company Financial Statement Account Shares/Units fying Valu Percentage of | Net AssetValue | Mot
{In Thousands) ;L% a_m Ownership {USS in
Thousands}
The Company Government bond
2004 Government Bond Series B - Available-for-sale financial assets ] 999,779 & | S 999,779
2003 Government Bond Series B - a - 998,288 N/A 998,288
2006 Government Bond Sexies D . Held-10-maturity finandial assets - 3,657,320 NA 3,657,446
2005 Government Bond Seties A - . - 3,049,919 A 3,049,726
2003 Government Bond Series B - L - 1,647,851 /A 1,645,179
2003 Asian Development Bank Govt. Bond - # - 835,840 N/A 875,103
2003 Government Bond Series F - # - 797,259 WA 796,354
2004 Kachsiung Municipal Series A - i - 620,000 wa 618,760
2003 Government Bond Series H - 4 - 401,568 NA 400,920
European lnvestment Bank Bonds - " 372,265 N/A 400,000
2002 Government Bond Series & - [ 350,399 N/A 350,378
2004 Kaohsiung Municipal Series B - " 244,998 NA 250,004
2003 European Bank for Recomspruction and - " 83,198 N/A 90,000
Developernent Govi. Bond Series A

GOpen-end mutual funds
NITC Bond Fund - Available-for-sale financial assets 22,219 3,655,939 NA 3,655,939
ABN AMRO Bond Fund L4 175,156 2,639,459 A 2,639,459
Fuh Hwa Bond L] 125,122 1,667 908 /A 1,667 908
Mega Diamond Bond Fund " 139,333 1,602,947 wa 1,602,947
Prudential Financial Bond Furkd " 103,751 1,516,294 NA 1.516,294
NITC Tahwan Bond - L4 93,312 1,314,669 /A 1,314,669
JF Taiwan Bond Fund - r 85,145 1,299,088 NA 1,293,088
Cathay Bond - 4 109,720 1,265,092 N/A 1,265,092
Jh Sun Bond Fund - 4 88,165 1,202,901 NA 1,202,901
Dresdner Bond OAM Fund - L4 95,533 1,107,206 WA 1,107,206
ABN AMRO [ncome - . 63,947 1.012,377 N/A 1,012,377
President James Bond - ’ 65,496 1,010,426 N/A 1010.426
A5 Taiwan Bond Fund - " 78,629 1,002,595 N/A 1,002,595
JF Taiwan First Bond Fund - 4 66,826 939,082 NA 939,082
Shiakong Chi Shin Bond Fund - . 62.183 890,660 N 890,660
ABN AMRO Select Bond Fund - . 76,593 868,076 WA 868,076
Taishin Lucky Fund - » 18,624 806,386 WA BOE,386
Pelaris De-Bac Fund - # 63,273 701,068 WA 701,069
TGM High Yield - ” 44 585 554,863 NA 554,863
HSBC Tawan Money Management - » 34,093 506,250 NA 506,250
Invesco Bond Fund - " 171176 403,774 A 403,774

Corporate bond

Hua Nan Bank - Available-for-sale financial assets 1,545,864 NA 1,545,864
Cathay Bank - . 1,158,576 /A 1,159,576
Taiwan Power Company - " - 1,046,799 NA 1,046,799
Formosa Petrochemical Corporation - n - 397,963 N/A 397,963
Taiwan Pawer Campany - Hold-to-maturity financial assets - 4,080,391 N/A 4,087,278
Formosa Petrochemical Corporation - . - 3,566,946 NA 3,563,249
Nan Ya Plastics Corporation - " - 2,773.810 NA 2,781,223
Chinese Petrolesr Corporation - » - 1,451,378 NAA 1,450,722
China Steel Corporation - " - 1,000,000 NA 999,689
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December 31, 2006
Held Company Name Marketable Securities Type and Name MM_”_MM__”U:__U with the Financial Statement Account SharesUnits Carrying Value Percentage of ﬂMM_MHMM” _h_wm_mh Note
(in Thousands) (US$ in Qwnership (USs in
Thousands) Th d
ousands}
VIS Equity method investee Investments accounted for using 3711 | % 82,661 - 82,661
equity method
TSMC International Stock
InveStar Subsidiary Investments accounted for using 9,207 Us$ 26,185 97 uss 26,185
equity method
InveStar Subsidiary * 51,300 | US§ 46,195 97 us$ 46,195
TSMC Development Subsidiary " 1 usy 659,356 100 | US$ 659356
TSMC Technology Subsidiary “ 1| Uss 6,058 100 | UsSS 4473
TSMC Development WaferTech Subsidiary Investments accounted for using - Us$ 282420 100 usy 282420
equity metho
Partners Common stock
VisFra Holdings Equity method investee Imvestments accounted for using 25000 | Uuss 34,000 49 | Ust 34,000
equity method
Emerging Alliance Commen stock
Netlogic Microsystems, Inc - Financial assets at tair value 84 | Us 1828 - | Uss 1,828
through prefit or loss
Pixim, fnc. - Financial assets carried at cost 1924 | US$ 512 4 | uss 912
RichWave Techrology Corp. - " 4247 | WSS 1,648 13 1 Ush 1,648
Global Investment Holding Inc. - " 10800 | $ 100,000 6 | § 100,000
Preferred stock
lkanos Communication, Inc. - Available-for-sale financial assets 515 | Uss 4473 2| Ust 4473
Audiencg, Inc. - Financial assets carried at cost 1,694 | US$ 250 1 us$ 250
Axiom Microdevices, Inc. - " 1,000 us$ 1,000 3 uss 1000
Centrality Comul - " 1,325 Us$ 1,800 3 uss 1,800
Miradia, Inc. - v . 3,040 uss 1,000 3 Us$ 1,000
- # 1,415 uss 150 1 uss 750
Mosaic Systerns, Inc. - . 2481 | US§ i2 6 | US 12
Next 10, Inc. - L 800 | US$ 500 2 uss 560
NuCORE Technolagy Inc. - 4 2,254 | uSs 1,455 2 us$ 1,455
Cptichron, Inc. - " 714 [ US 1.000 4 | Uss 1,000
Optimal Corporati - » 587 | us$ 600 4 | Ush 600
Piam, Inc. - L 2,193 | Uss 583 - 33 583
Reflectivity, Inc. - * 4,848 Uss 531 4 uss 531
Teknowus, Inc. - " 6977 | Us$ 1327 3 uss 1,327
Zenasis Technologies, Inc. - " ’ 2410 | UsS 1,399 5| uss 1,399
Option
Pixim, Inc. - Financial assets carried at cost 242 -
VTAF I Cammon stock
Beceem Communications - Financial assets carried at cost 650 | Us$ 1,600
Leadtrend - “ 1,150 | USS 660
Yohen - " 1,675 uss 787
Sentelic - 7 1,200 | UsH 2,040
5V Technologies, Inc. - Financial assets carried at cost 2,357 | Us$ 1,768
' Ageia Technologies, Inc. - " 2,030 | UsS 2074
Aquantia Corporation - * 1,264 Ust 1,150
Audience, Inc. - " . 2,208 1 USY 474
Axiom Microdevices, Inc. - . 3015 | USY 1,466
GempFire Corporation - . 600 | US§ 68
Impinj, Iac. - * 257 Uss 500
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December 31, 2006

Held Company Name Marketable Securities Type and Name mwﬂw”ﬂ“_zu with the Financial Statement Account SharesUnits Qé:wcﬂmm__ﬁ Percentage of ﬂwﬂ__ﬂ_h”ﬁmm_ﬂ Note
{In Thausands) Thausand Ownership {US$ in
usands)
Thousands)
GuC Open-end mutyal funds
ABN AMRO Bond Fund - Available-for-sale financial assets 2325 | % 35,041 NA |3 35,041
Ta chong Bond Fund - 4 2,306 30,037 NA 30,037
Dresdner Bond DAM Fund - 4 2,592 30,036 NA 30,036
NITC Tatwan Bond - L4 2,132 30,035 A 30,035
AlG Taiwan Bond Fund - " 2,355 30,03 N/A 30.031
Fuh Hwa You Li Bond Fund - n 2,018 25,035 A 25,035
Stotk
Global Unichip Corporation-North America Subsidiary Investments accounted for using 100 6,396 100 6,396
equity method
Global Unichip Japan Subsidiary . - 2,681 160 2,681
TSMC Global Government bond
United States Treas Nis - Avaitable-for-sale financial assets - | UsS 151,045 NA [ UsS 151,045
Corporate bonds
Abbott Labs - Available-for-sale financial assets - | uss 1,505 A | uss 1,505
Abbott Labs - . - | uss 2,547 WA | USS 2547
Ace Ltd, - . - usy 3,001 NA uss 3,001
Aig Sunamerica Global Fing Ix - 7 -] USS 1,000 WA | UsS 1,000
Allstate Life Global Fdg Secd - L - | uss 2,956 WA USS 2,956
Arnerican Express Co. - ’ - [ vss 3452 NA | UsS 3452
Amencan Gen Fin Corp. - . - uss 1.620 NA uss 1,620
American Gen Fin Corp, Min - “ - | uss 3,448 NA | USS 3,448
American Gen Fin Corp. Mtn . » BT 1971 Nia o USS 1971
American Ger Fin Corp. Min - . - | uss 1,001 NA | uss 1,001
American Honda Fin Corp. Min - L) - ust 3092 WA | USS 3092
American Honda Fin Corp. Min - a - Uss 30 NfA ¢ USS 801
Ameritech Capital Funding Co. . » - USY 483 WA [ USS 433
Angen knc. - . - | uss 2,905 W4 | Uss 2905
Anz Cap Tr! - - - us$ 472 NrA uss 972
Associates Corp. North Amer - # - | uss 2,541 NA | Us$ 2,541
AxaFini Ine. . L - | uss 2151 NA | USS 2,15
Bank New York Inc. - . - | USs 1,487 WA [ USS 1,487
Bank Ona Corp. - » - | uss 3,365 ha | ust 3,365
Bank One Corp. - # - | Uuss 2,045 A [ USS 2,045
Bank Utd Houston Tx Mtbn - " - | Us§ 528 NA | USS 528
Bear Stearns Cos Inc. - . - | Uuss 3,379 NA | USS 3,379
Beneficial Corp. Mtn Bk Entry - L - | uss 2,297 WA Uss 2,297
Berkshire Hathaway Fin Corp, - L] - | Uuss 1,486 NA [ uss 1,486
Chase Manhattan Corp. New - s - | uss 5077 MA | USS 5077
Chase Manhattan Corp. New - » - uss 2115 WA uss 2115
Chubb Corp. - l - | Uss 2,116 WA | USS 2116
Cit Group Hldgs Inc. - ’ - | uss 3,027 WA | 5% 3,027
Gicorp - Ll - | ouss 1312 NA | USE 1372
Cogentrix Energy Inc, - Y -] sy 3,751 NA | USS 3,751
Colonial Pipeline Co. - # - | uss 1,454 N/A | USS 1,494
Consolidated Edison Inc. - ” - | Uss 2910 NA | USS 2910
Countrywide Fdy Corp. Min . Ll - | uss 2,037 NA | USS 2,037
Ceedit Sufsse Find Products - L - | uss 1,500 NA | USY 1,500
Credit Suisse First Bostan . " - | Uss 734 A [ USS 734
Credit Suisse First Boston USA . » - | UsY 2,177 WA [ USS 2177
Daimlerchrysler North Amer - . - | uss a7 WA | USS i
Daimierchrysler North Amer Hig - " - | uss 751 NA [ USS 751
Dayton Hudson Corp. - " - | uss 2,020 N& | USS 2,020
Deere John Cap Corp. - . -] Ust 4928 NA | USS 4928
Dell Computer Carp. - " - | uss 2,820 A [ USS 2,820
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December 31, 2006

Held Company Name Marketabte Securities Type and Name MM_M_H%,E with the Financial Statement Accoun Shares/Units nmqi:mc(_mwa__wm Percentage of ﬂ””_m““,mﬁwm_“ Note
{In Thousands) Th (Us$ in Ownership (USS in
ausands)

Thousands}
Manumental Global Fdg il 2002a - Available-for-sale financial assets - | uss 1,000 A | Usy 1,000
Monunmetal Global Fdg Il - " - | uss 1,961 A | UsS 1,961
Many Group I - ” - | Uss 2,175 NAC [ USS 2,175
Maoegan Stanley - L - | uss 1526 WA Uss 1,926
Morgan Stanley - . - | uss 2126 WA | uss 2126
National Gty Corp. - . - | uss 3410 WA [ USS 3410
National Westminster Bk Plc - . - sy 1,323 WA uss 1,323
Nationwide Bldg So¢ - a - | Uss 3,537 N/A | USS 3,537
Nationwide Life Global Fdg | - " - | uss 350 N | LSS 3,500
Nationwide Life Global Mtn - " - | uss 1,485 N& | USS 1,485
Nucor Corp. - “ - | Uss 3,797 NA [ USS 3,797
Crade Corp. / Ozark Hidg Inc. - " - uss 1,973 WA uss 1,873
Pepsico Inc. Mt Book Entry - . -] uss 3,619 NA [ uss 3619
Pac Fdg Corp. - . - | uss 1,007 WA | uss 1,007
Popular Morth Amer Inc. - . - | uss 2910 NA [ LSS 2,910
Praxair Inc. - " - Uss 3,138 N7& uUss 3,138
Premar Intl nc. . " - | Uss 2,129 N | USS 2,129
Pricoa Global Fdg | Mtn - " - | Uy 3,401 N LoUss 3,401
pal Finl Group Australia - . - | Uss 1,013 WA | Uss 1,013
Principal Life Global Fq 1 Gl - " - USs 1,165 Nia | USS 1,165
Protective Life Secd Trs - . - uss 2,913 NA | USS 2,913
Protective Life Secd Trs Mia - ’ - Uss 3,390 WA Uss 3,390
Prudential Ins Co. Amer - . -1 ouss 2,629 NA T USS 2,629
Public Sve Elec Gas Co. - " -] uss 3,682 WA | Uss 3,682
Regions Finl Corp. New - " -} ouss 2,371 NA s 2,301
Safece Corp. - # - uss 5 N/A i3 s
Sbe Communications Ing, - L R 1,041 NA | USS 1,041
She Communications Inc. - " - | Uss 697 NA | USE 697
Simon Ppty Group Lp - . - | uss 1,00% WA | USS 1,009
Slm Corp. Madiurm Term Nis - » - | uss 8,998 NA 1 USS 8,998
Sp Powerassests Ltd. Gigbal - # - us§ 969 NA | uss 963
St Paul Cos Inc. Mtn Bk Ent - 4 - [} 2,550 NA | LSS 2,550
Suntrust Bk Atlanta Ga Medium - ” - | uss 3,442 WA | USS 3,442
Tiaa Global Mkts Inc. - L - uss 500 NA us§ 500
Unitedhealth Group Inc. - L] - | uss 3,000 WA | USS 3,000
Us Bk Natl Assn Cincinnati Oh - ” - uss 2915 NA | USS 2915
Vodafone Airtouch Plc - " - | wsy 4,448 WA | UsS 4,443
Wachovia Corp. New - " - | Usy 2,040 Wa 1 Usy 2,040
Wathington Mut Bk Fa - 4 - | usy 3,997 NA | LSS 3997
Washington Mut Inc, - - - uss 1,692 N& | USS 1,692
Washington Mut Inc. - . - | uss 1,000 NA [ USS 1,000
Washington Post Co, - 4 - uss 3,00 NA | USS 3,000
Wells Fargo + Co. New - L] - | uss 2,943 WA | uss 2943
Wells Fargo + Co. New Med Trm . " - | Uss 43N WA | USS 431
westlield Cap Corp. Ltd. - " - | uss 2,005 wa | ouss 2,005
Wps Respurces Corp. - " - | uss 1,047 NA | USS 1047

Corporate issued_asset - backed securities
Amencan Home Mig lnvt Tr . Avalable-for-sale financial assets - | uss L6 NA | USS 116
Americredit Auto Rec Tr - " - | Uss 1,004 WA | USS 1,004
Americredit Autormabite Rec Tr . " - | uss 1,446 A [ USS 1,116
Americradit Automabite Rec Tr - . - | uss 2,598 WA | uss 2,598
Amaricredit Automabite Rec Tr . " - | uss 3,269 NA | USS 3,269
Americredit Automobile Receiva - " - | Uss 4,609 N/A | USS 4,609
Americredit Autornabile Receivh - " - | uss 2,89 NA | USS 2,891
Atlanitic City Elc Trns Fdglle - " - | Uss 420 WA | USS 420
Ba Cr Card Tr - ’ - uss 4,300 NA Uss 4,300
Banc Amer Coml Mtg Inc, - " - | uss 2,869 NA | US§ 2,869
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December 31, 2006

ionship wi . Vi
Held Company Name Marketable Securities Type and Name mm_ﬂﬂﬂwﬂw:_v with the Financial Statement Account Shares/Units quaoc,w_% Percentage of HM* Mmmw _“M_H Noe
{in Thousands) " (Us$ in Ownership Us$ in
ousanis} Th
ousands)
Mbna Master Cr Card Tr Il - Available-tor-sale financial assets - | Uss 7,605 WA | USS 7,605
Merrill Lynch Mtg invs Inc. - . -] uss 5,887 NA | USS 5,887
Morgan Stanley Ixis Estate Tr - " - | usk 4,110 NA | Usy 4110
Natianal City Aute Receivables - ¥ - | ouss 41 A | USS L1l
Navistar Finl 2003 A Qwner Tr - . -] Uss 2,956 WA | UsS 2,956
Missan Auto Receivables- - " - | uss 7 wa | Uss 72
Nissan Auto Receivables - . - | uss 3928 NA | USS 3,928
Nemura Asset Accep Corp. - [ - | uss 4,150 NA | Us$ 4,150
Onyx Accep Qwner Tr - " « | uss 3774 WA [ USS 3,774
Pg + E Energy Recovery Fdg Lic - " - | uss 3,997 WA | uss 1,997
Providian Gateway Owner Tr - " - | uss 3,942 NA | U3 3,942
Reliant Energy Transition Bd - " - Uss 2,486 WA | Uss 2,486
Residential Asset Mtg Prods - " - uss 2,484 A uss 2,484
Residential Asset Sec Mtg Pass - " - | UsS 1,863 Wa | US$ 1.865
Residential Asset Sec Mtg Pass - L4 - | uss 2,10 WA | UsS 2,1
Residential Fdg Mtg Secs [ fnc. - " - | Uss 2,014 W& | UsS 2,014
Residential Fdg Mtg Sees | Inc. - L] - Us$ 4,058 WA uss 4,058
Sequoia Mtg Tr - L4 - | Uss 548 WA [ USS 548
Sequoia Mtg Tr - ¥ - | uss 496 NA | uUsS 486
Sequoia Mig Tr - r - | uss 737 NA | LSS 37
Structured Adj Rate Mtg Ln Tr - ” - | uss 1,389 NA | USS 1,380
Structured Adj Rate Mtg Ln Tr . " - | uss 472 WA | Uss an
Terwin Mig Tr - L4 . uss 4,065 NA uss 4,065
Tw Hotel Fdg 2005 Lc - " - Uss 4,103 N/& uss 4103
Tru Elec Delivery Transition - 4 - | uss 2,119 & | USS 2,219
Usaa Auto Owner Tr - L4 < usy 4,238 NA | USS 4238
Warnu Mig Pass Thru Cifs - " - | uss 1,002 WA | uss 1,002
Warnu Tr - L4 | uss 975 WA | USS 975
Washington Mut Mtg Pass - 4 - Uss 1,759 Wa | Ust 1,759
Washington Mut Mig Secs Corp. - w < | uss 2,984 NA | USS 2,984
Wells Farga Finl Auto Owner Tr - 4 - | uss 4,986 WA | uss 4,986
Wells Fargo Finl Auto Owner Tr - " - st 4,926 N/A Uss 4,926
Wells Fargo Mtg Backed Secs - L4 - uss 4,367 NA uss 4,367
Wells Fargo Mtg Bkd Secs . r - | uss 2,856 NA uss 2,856
Wells Fargo Mtg Bkd Secs . » - | uss 3,399 NA | USS 3,399
Wells Fargo Mig Bkd Sees Tr - L4 - uss 2,748 NA uss 2,748
Wis Finl . 4 -] uss 520 NA o USS 620
Wis Finl 2004 4 Owner Tr - ” - | uss 932 A uss 932
Wis Finl 2005 2 Oner T¢ - . - | uss 2130 NA | Uss 2220
Whole Aute Ln Tr . 4 - us$ 1,219 A Uss 1,219
Whole Autg bn Tr - " < ouss 2955 A | UsS 2,955
Agency bond
Federal Home Ln Bks - Available-for-sale financial assets - | ouss 8,768 Ha § USS 8768
Federal Home Ln Bks - " - | Uss 4,920 NA | USS 4920
Federal Home Ln Bks - 4 - uss 8,743 A us$ 8,743
Federal Home Ln Bks - . - ] Uss 4,856 WA ] USS 4,856
Federal Home Ln Bks - = - | uss 5,851 NA | USS 5,851
Fegeral Home Ln Bks - . - ouss 1,952 NA | USS 1952
Federal Home Ln Bks - - * - us$ 4,885 N/A uss 4,885
Federal Home Ln Bks - . - Usk 2,991 NA | USS 299
Federal Home Ln Bks - x -1 uss 6,099 WA | USS 6,099
Federal Home Ln 5ks - " - | Uss 12,278 WA | Uss 12,279
Federal Home Ln Bks . * - us$ 6,905 WA uss 6,905
Federal Home Ln Bks - L < | uss 5,898 NA | USS 5,898
Federal Home Ln Bks - \. - | uss 7.506 WA | USS 7,506
Federal Home Ln Bks - L - | uss 2,386 NA | uss 2,380
Federal Home Ln Mtg Corp. . L - | uss 1.976 WA | USS 1,978
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December 31, 2006

ianshio wi . Market Value or
Held Company Name Marketable Securities Type and Name MM_MN__._._M_% with the Financial $tatement Account SharesUnits Qﬁi:wc__.wm_ﬁ Percentage of | MNet AssetValue | MNote
{In Thousands) Th " Qwnership {USY in
ousands)
Thausands)
Fnma Pool 632399 - Avallable-for-sale financial assets - Uss 434 NA | US 434
Fnma Pool 662401 - . . - Uss 659 N/A uss 659
Fama Pool 667766 - ” - USS 1,574 NA | USS 1,574
Frma Pool 5804532 - . -] uss 1,307 WA | uss 1,307
Fnma Pool 681393 - L] - Uss 2,749 A uss 2,749
Frma Pool 685116 - . - sy 629 NA uss 629
Fnma Pool 687263 - " - usy 2,647 W& | USS 2,647
Frma Pool 536485 - . s 3,194 NA | USH 3,194
Fnma Pool 703713 - [l - | uss 538 N/& | US§ 538
Fnma Paol 725095 - # - Uss 1,204 WA s$ 1204
Fama Pool 730033 - ” - | uss 1,470 WA | USS 1470
Fnma Pool 740934 - ’ - uss 1415 A Uss 1415
Frona Pool 790828 - » -] uss 2,559 Wh | Uss 2,559
Fnma Pool 793025 - r - uss 2,466 N/A 199 2,466
Frma Pool 793932 - L4 - uss 631 WA Uss 631
Fnma Pool 754040 - L4 - | uss 825 WA | LSS 825
Foma Pool 795548 - " - | uss 41 N/A | USS a1
Frima Pool 806642 - " - uss 1.235 N/A us$ 1,235
Frma Pool 813641 - " - | Us§ 3710 NA | USS 3720
Fnma Pecl 815626 - . - us$ 2,945 N/A usy 2,54%
Fnma Pocl 816594 - . - uss 2,067 A Uss 2,067
Fnma Feol 825395 - . - uss 2818 NA | uss 2818
Fnma Pool 825398 - . - uss 4,224 NA | UsS 4,224
Fnma Pocl 841069 - J - uss 2882 NA usy 2,832
Fnma Pocl 879906 - " - uss 1,636 N/A uss 1,636
Gnma li Pool 081150 - 4 - uss 613 NA | LSS €13
Gnma li Pool 081153 - " - uss 2,119 WA | US§ 2118
Money market funds
55(A Cash Mgmi Globa) Otfshore - Available-for-sale financial assets -] ouss 20,488 NA | uss 20,488
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Beginning Balance Acquisition Disposal {Note 1} Ending Balance
Company Marketable Securities Financial Nature of Carrying Value | Gain (L A Uss
Name Type and Name wﬁmﬁwa Counter-party Relationship | SharesiUnits Amaunt {USS | Shares/Units ,.psoca (US§ | SharesUnits Amount {uss Eqawcmw_.__” cm_,“__."_.hh_w N_M” Shares/Units 5_.“”“““: ds)
{In Thousands) | in Thousands} |(In Thousands} | in Thousands) |{tn Thousands} | in Thousands} Thousands) | in Thousands) (In Thousands) (Note 2)
Shinkang Chi Shin Band Fund Available-for-sale Fub Hwa Investment Trust Co. - 55,063 | § 778482 17617 | § 250,000 10,497 | § 150000 [ § 148542 | § 1,458 62183 | § 890,660
financial assets
ABN AMRO Select Bond Fung » ABN-AMRC Securities investment - 18,235 203,860 93,738 1,050,000 35,380 400,000 396,179 s 76,593 868,076
Trust (Taiwan} Ltd.
Taishin Lucky Fund = Uni-President Assets Management - - . 78,624 800,000 - - . - 78,624 806,386
Corp.
Polaris De-Bao Fund " Polaris International Securities - - - 63,273 700,000 - - - - 63,273 701,069
Investment Trust Co., Ltd.
TIIM High Yield L] Shinkong Securities Investment - - - 56,812 700,000 12127 150,000 149,276 722 44,685 554,863
Trust {Tawan) Lid.
HSBC Taiwan Money Management n Taiwan International Securities Corp. | - - - 47,667 700,000 13,574 200,007 199,327 580 34,003 506,250
Invesco R.0.C. Bond Rund " Taishin Securities Investment Trust - - - 27,176 403,727 - - - - 27,176 403,774
{Taiwan) Ltd.
Fubwa Albatrass Fund " Invesco Asset management Taiwan 1 - - - 89,510 1,000,000 88,510 1,005,781 1,000,000 5,781 - -
Invesco income Fund 4 Taishin Securities Investment Trust - - - 44,180 500,000 44,180 503,717 500,000 3,727 - -
{Taiwan) Ltd,
Stock
SSMC Investment - Equity 382 4,215,200 8i 2,432,705 - - - - 463 1,960,869
accounted for method
using equity investee
method
Capital
VTAFII Investment - Subsidiary . 642,479 . 130,956 - - - - - 733130
accounted for
using equity
method
VTAF L4 - . - - - 243,545 - - - - - 228,005
Corporate hond
Tatwan Power Company Held-ta-maturity KGl Securities Co., Ltd. - - 3,263.349 - 1,680,567 - - - - - 4,080,391
financial assezs
Formosa Petrochemical Corporation A KGI Securities Co., Lid. - - 1,093,283 - 2,769,533 - - - - - 3,566,946
Nan Ya Plastics Corporation L kGl Securities Co., Ltd, - - 2,150,842 - 1,047,943 - - - - - 2,773,810
Chinese Petroleum Corporation . KGlI Securities Co., Ltd. and several - - 705,436 - 1,000,441 - - . . - 1,451,378
finandial institutions
China Steel Corporation ” KGI Securities Co., Ltd. - - 1,010,532 - 1,000,000 - - - - - 1,000,000
Fermosa Plastic Corporation . KGI Securities Co., Lid. and several - - 268,855 - 379,809 - - - - - 516,663
financial institutions
Shanghai commercial & Saving " KGI Securities Co., Ltd, - - - . 283996 - - - - - 286,497
Bank
Hua Nan Bank Available-for-sale HSBC - - - - 1,526,049 - - - - . 1,545,864
financial assets
Cathay Bank " HsaC - - - - 1,144,877 - . - - . 1,159,576
Taiwan Power Company " KGI Securities Co., Ltd. - - - - 1,046,302 - - - - - 1,046,799
Formesa Petrochemical Corporation » KGt Securities Co., Ltd. - - - - 397,076 - - - - - 397,963
American Express Co. A - - - Us$ 3,550 - - - Ust 3,432 Us§ 3550 uss  (118) - -
American Gen Fin Corp. Mtn L] . . - - - | uss 3415 - | UsS 344 | USS 3415 | LSS 3 - -
American Honda Fin Corp. Mtn L4 - . - - - Us§ 3,087 - us§ 3095 uss 3,087 ust 8 - -
American Honda Fin Corp. Mtn " - . - | uss 3,800 - - - | Us$ 3805 | us$ 3800 | LS 5 - -
Bank Qe Corp. * - - - - - Uss 3326 - Uss 3325 Uss 3326 | LSS (1} - -
Bear Stearns Cos Inc. - - . - | uss 3329 . - - uss 3340 | uss 3329 | LSS ER] - -
Bear Stearns Cos Inc. L - . - . uss 3,757 - - - uss 3,575 us$ 3,757 usy (182 - -
Cargll Inc. i - - - - < | Usy 3337 -1 Uss 3,370 | US$ 3337 | USY 33 - -
Caterpillar Fink Svts Mtn . . - - | uss 57 . - <] uss 5761 | uss s572v | Uss 40 - -
Chase Manhattan Corp, New . - - - | uss 1628 - | uss 3540 - | USS 5001 | uss G568 | uss (7T - -
Cit Group Hidgs Inc. " . - - | US§ 3,203 - - - | USS 3,036 | uSS 3203 | uss (il - .
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financial assets

o Beginning Balance Acquisition Disposal {Note 1) Ending Balance
Company Marketable Secu Finandial Nature of Carning Vi Gain {Loss} A uss
Name Type and Name wﬁﬂhﬁa Counter-party Relationship | SharesfUnits | Amount{US$ | SharestUnits | Amount (US | Shares/Units | Amaunt {USS m:._.._swcmu A,_” cm__m”o&_m MCM“ Shares/Units 5..%%“: ds)
{In Thousands) | in Thousands) |{ln Thousands) | in Thousands) |{In Thousands) | in Thousands) Thousands) | in Thousands) {In Thousands) (Note 2) ,
Americredit Automobile Receivb Available-forsale | - . - | uss 4549 - | uss - - | uss 3826 | uUsy 3856 | usy {30 - | uss .
financial assets
Bane Amer Coml Mtg Inc. " - . - | uss 4462 - ) - - | USs 3254 | uS§ 3325 | USS  (71) - -
Bear Stearns Arm Tr ’ - - - - - uss 3826 - Uss 3,587 usy 3,609 uss Nz - -
Bear Steams Coml Mg Secs Inc. . - - - | USS B350 - . - uss 636X [ USy 6350 | ust 12 - -
Capital Auto Receivables Asset " - - - . -] Uss 3250 - | Us$ 3232 | US§ 3250 | uss (g - -
Capital One Auta Fin Tr " - . - - - | Uss 5000 - | USS 5008 | US$ 5000 | us$ 8 - -
Capital One Multi Asset Execut 4 - - - us$ 4,957 - . - uss 4879 Uss 4957 uss (78 - -
Capitat One Multi Asset Execut » - - - Usy 3974 - - . Usy 3,932 usy 3974 uss 42 - -
Caterpillar Finl Asset Tr L - - - | uss 8219 - - - | uss 81 sy B219 | uss %R - -
Cendant Rent Car Fdg Assop Le L - - - | UsE 11,626 - - < | Uss 11412 USY 11826 | LSS (214} - -
Cit Equip Call Tr # - - - - - us§ 3,975 - Usy 3,996 uss 3975 uss Fil - -
Gitibank Cr Card Issuance Tr . . - - | Uss 9782 - - - | uss 9797 | Uss 4782 | USS 15 - -
Cnh Equip Tr . . - + | USS 3,000 - .- - | uss 3451 | usy 3500 [ usy (43 . .
Credit Suisse First Boston Mtg L - - - - -] usy 4Tn3 - | usy 4834 | USS 4773 | USH 61 - -
Credit Suisse First Baston Mig # . - . - - | uss 3750 S| uss 3728 | wss 3750 | Uk 1) . -
Credit Suisse First Boston Mtg L - - - - - uss 3572 - Us$ 3,568 uss 3,572 uss 6 - -
Drive Auta Receivables Tr . - . - | uss 3200 . - -] uss 3183 | USS 3200 | WS (IT) - -
Federal Natl Mtg Assn * - - - - - Uss 4828 - us$ 4,577 Us$ 4,561 Uss 16 - -
Ferd Cr Auto Cwner Tr ’ - - . usy 10,908 - - - us$ 5782 Uss 5,836 usy  (54) - -
Gs Mig Secs Corp. . - - - - - Uss 4,150 - uss 4,134 uss 4,150 uss - (16} - -
Gsamp Tr " - - - - - uss 4250 - Uss 4241 Uss 4,250 uss (9) - -
Harley Davidson Motorgycle Tr ” - - - Ust 5998 - - - Uss 5793 USS 5,999 Uss  (208) - -
Hertz Veh Fing Lk 4 . - - us$ 5,350 - - - Usy 5,284 us$ 5,350 ust  [(68) - -
Holmes Fing Mo 8 Plc L] - - . Uss 5001 - - - uss 5,000 uss 5000 - - -
Home Equity Mig Tr 2006 4 . - - - . - Uss 4200 - Uss 4200 us$ 4,200 - - -
Hyundai Auto Receivables Tr " - - - Usy 6442 - - - Uss 6,202 uss 6279 uss (79 - -
Hyundai Auto Receivables Tr 4 . - - us§ 3,250 - - - Ust 3,208 uss 3,250 uss 42 - -
Hyundai Auto Receivables Tr . - - < ouss 3,999 - - - | uss 3904 | uss 3999 | uss (99 - -
Lb Ubs Com? Mtg Tr " - - - Uss 4,001 - - - Uss 3733 usy 37179 uss  (46) - -
Long Beach Mg Ln Tr » - - - - - Ust 3,200 - Uss 3195 Usy 3,200 uss {8) - -
Massachusetts Reb Spl Purp Te n - - - Ust 3,900 - - - Usy 3830 uss 3,900 uss {70 - -
Mastr Asset Backed Seqs Tt . - . - Uss 3,499 - - - us$ 3,083 uss 3,019 uss 4 - -
Mbna Master Cr Card Tr li " - - - Uss 8108 - - - Us$ 7,653 usy 8108 uss  (455) - -
Merrill Lynch Mg lnvs Inc. " - - - - - | USY 6485 - | uss 5561 Us$ 6558 | USS 3 . -
Navistar Finl 2003 A Owner Tr # - - . uss 4,928 - - - Us§ 3,994 Ust 4,035 uss 1) - -
Nissan Auto Receivables L4 - - - us$ 7,000 . - - uss 6,132 Us$ 6,194 uss {62 - .
Nomura Asset Accep Corp. .. - - . - - | uss 4150 - | USS 4144 | USS 4150 | LSS 18] - .
Oryx Accep Owner Tr r - - - | uss 49513 - - - | uss 4885 | USS 4913 | USYy {28 - .
Pg + E Energy Recavery Fdg Lc # - - - uss 4,149 - - - USS 4646 | USS 4,749 Usy (103 - -
Providian Gateway Owner Tr L4 - - - usy 3,992 - - - uss 3911 Usy 3,992 uss  {81) - .
Refiant Energy Transition Bd _. - . | USS 4973 - - - | USS 3,894 | USS 4,162 | USS {168} - .
Residential Asset Sec Mtg Pass " - - - | uss 3780 - - - | uss 3,092 ) USS 3100 [ LSt (48} - .
Residential Fdg Mtg Secs | inc. ® - - - uss 4817 - - - uss 4224 | Ust 4,309 usy (85 - -
Terwin Mtg Tr L4 - - - - - uss 4050 - us§ 4,033 usy 4,050 usy (1% - -
Toyola Auto Recefvables 2003 B . - . - | uss 4970 - . - | uss 4563 | uss 4370 [ USS G] - -
Tw Hotet Fdg 2005 Lc 4 - - - Uss 8,197 - USY (4,100 - uss 4116 Usy 4097 uss 9 . -
Usaa Auto Owner Tr # - - - uss 3ns - - - us$ 3,69 Usy 3718 ust 22 - -
Wathington Mut Mty Secs Corp. 4 - - -] Uss 4,067 .- - -] usy 3261 | LS 3302 1 USE 4} - -
Wells Fargo Finl Auto Qwner Tr . - - - | uss 529 - - -] USS 5235 | USS 5299 | Uss (B4 . -
Wells Fargo Finl Auta Cwner Tr # - - - - - usy 489 - usy 4,932 Usy 4,893 uss el - -
Wells Fargo Mtg Bkd Secs 4 - - ~ | Ush 3661 . - - | uss 3,020 | LSY 3,054 | USS (34 . .
Wells Fargo Mtg Bkd Secs 4 - - - - - uss 3N - Us$  3.488 us§ 3,500 uss (12 - -
Wis Finl 2004 2 Owner Te . - - . usy 499 - - - Uss 4913 Us$ 4,994 Uss (81} - .
Wis Finl 2004 4 Owner Tr * - - - Us§ 5,399 - - - usy 4,883 Uss 4,955 s - -
World Omni Auto Receivables Tr 4 - . . Usy 5963 - - - | Uus$ 5863 | USE 5963 Ust (94) - -
Agency bond
Fed Hm Ln Pc Pool 12520 Available-for-sale . - - usy 3,753 - - - usy 3329 uss 3,345 Vs (16) - -
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L Beginning Balance Disparsal (Note 1) Ending Balance
Company Marketable Securities Financial Nature of Carrying Value | Gain (L A s
Name Tvoe and Nam Statement Counter-party Relationshin | SharesiUnits | Amount (USS | SharesiUnits | Amount{US$ | SharestUnits | Amount (uss | "9 e | Bam osslon | gy reginies | Amount (US
e ¢ Account onenip {In Thousands) | inThousands) [{In Thousands} | in Thousands) |{ln Thousands} | in Thousands) (USS in | Disposal (USS {In Thousands) in Thousands!
Theusands) | in Thousands) [Note 2}
Federal Home Ln Mtg Corp. Available-for-sale . - - uss - - uss 6415 - uss 6410 Usy 6,415 uss {5) - uss -
financial assets
Federal Home Ln Mtg Corp. v - - . - - | usk 14175 - | usy 14,259 | Ust 12175 | USE 94 : - -
Federal Home Ln Mtg Corp. L4 - - - - - Uss 9974 - Us§ 9929 uss 9,974 Uss {45} - .
Federal Home Ln Mg Corp. Mtn 4 - - -] w4930 - - -] USS 4912 | USS 4930 | Uss  {18) . -
Federal Home Loan Bank " - - - | uss 3475 . - - | USs 3450 | USS 3475 | USS (| . -
Federal Home Loan Mtg Assh 4 - - ] uss 4847 - - - | usy 4901 uss 4,847 | USS 54 . -
Federal Home Laan Mig Corp. ’ - - - Uss 4,903 - - - uss 4,927 uss 4,903 uss 24 - -
Federal Natl Mig Assn - - - - uss 4,943 - - - USS 494 Uss 4943 uss H - -
Federal Natl Mtg Assn » - - - us$ 8,971 - - - Uss 8,940 uss 8o sy 3 - -
Federal Natl Mtg Assn » - - - uss 2,921 - - - Usy 4916 usy 4,921 Uss (5) - -
Federal Natl M1g Assn " - - - uss 7,892 - - - us$ 7,008 uss 7,892 uss 16 - -
Federal Matl Mig Assn * - - - Uss 4,430 - - . Uss 4,364 Uss 4430 uss  (66) - -
Federal Natl Mtg Assn . . - - uss 17,888 - . - uss 17,782 Usy 17,888 Usy  (106) - -
Federal Natl Mtg Assn " . . - | uss 5918 - . - | uss 5885 | LSS 5928 1 USE (43 - -
Federal Natl Mig Assn U - - - - - | uss 7800 - | uss 7832 | us§ 800 | usS 32 - -
Federal Natl Mig Assn * - - - uss 7,926 - . - uss 7834 us$ 7,526 uss (o) - -
federal Natl Mtg Assn 4 - - - - - usy 19,539 - uss 19,702 Uss 18,539 uss 163 - -
Federal Natl Mtg Assn " - . - - - | UsS 14,801 -] Uss 14,93 Uss 14,901 Us$ 30 . .
Federal Natl Mig Assn . - - - - - | Uus$ 10,430 - | USH 1045% | uSy 10430 | usy 29 - -
Federal Natl Mtg Assn 4 B - - - - us$ 7,966 - usy 7,979 Uss 7,966 uss 13 - -
Federal Natl Mtg Assn Medium " - - . - -1 Us$ 3,333 - f USS 3437 7 uss 3353 | USY 64 - .
Federal Natl Mg Assn Min n - - - Us$ 15,787 - - - us$ 15,851 Us$ 15,787 uss 54 - -
Federal Natl Mtg Assn Mtn # - - - usy 4758 - - - uss 9,781 Usy 9,758 uss 23 - -
Federal Natl Mtg Assn Mtn " - - - | usy 7000 - - - | USS €925 [ LSS 7,000 | W (79) - -
Federal Natl Mtg Assn Mtn " - . - - - | Usy 525 - | usy 5292 | usy 5255 | USS 37 - -
Federal Matl Mtg Assn Min " - - - | UsE 5740 - - - | usy 5562 | Ut 50 | WS (178) - -
Freddie Mac " - - - - - uss 93 S| usy 934 | UusE 933 | Uss (77 - -
Tennessee Valley Auth " . - - . - | usy 6039 - | USS 6038 | LSS 6039 [ USS (1) - -
Chi Cheng Stock
vis Investment - Equity - - 5032 | § 100116 - - - - 5032 | § 107.224
accounted for method
using equity investee
methad
TSMC Government bond
Global United States Treas Nts Available-for-sale - - - - - Us§501,897 - 135351917 US$ 351,594 [F13 N P - US§151,045
financial assets
Corporate bond
American Express Co. Available-for-sale - - - . - Uss 3,432 - - - - - Usy 3452
financial assets
American Gen Fin Corp. Mtn L - - - - - Uss 3,448 - - - - - | US§ 3448
American Handa Fin Corp. Mtn * - . - - - | uss 3,095 . . - - < | Usy 3,092
Bank One Corp. L] - - - - - | uss 3325 - - - - - | uss 3,365
Bear Stearns Cos Ine. ’ - - - - - us§ 3,340 . . - - - usy 3379
Git Group Hidgs Inc, » - - - - - uss 3,036 - - - - - us$ 3027
Chase Manhattan Corp. New . - . . - - | uss 509 . . - - - | Us§ 5077
Cogentrix Energy Inc. ’ - - - - -] Uss 3 - - - - - uss 3751
Counrywide Finl Corp. " - - - - - | USY 5005 - | uss 5005 | uss 5005 - - .
Deere John Cap Corp, " - - - - - Uss 4899 - - - B - Usy 4,928
Diageo Plc x - . - - - | uss 343 . - - - S USS 3444
Emerson Elec Co. » - - - - - ouss 3 - - - - - | uss 3215
European Irvt Bk 4 - - - - - Usy 3,930 . - - - - uss 3,970
. European Invt Bk " - - - - - Us$ 5,994 - - B - - us§ 5,057
_ Federal Home Ln Bks ; - - - - . usy 7,937 - - - - - Uss 7,937
General Elec Cap Corp. Mtn . - - - - - uss 8716 - - - - - Usy 8,759
General Elec Cap Carp. Mt " - - - - - | uss 3,893 ' - - - - | USS 3888
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. Beginning Balance Acqg isposal {Note 1) Ending Balance
Company Matketable Securities Finandial Mature of Carrying Val Gain {Loss) A Uss
Name Type and Name Statement Counter-party Relationship | Sharestnits | Amount{UsS | Sharestunits | Amount{US5 | Sharestunits | Amaunt {USS éga_cmmm D _,M_m“ Sharestunits | TOU ¢ ”
Account {ih Thousands) | in Thousands} [{In Thousands} | in Thousands} |{In Thousands) | in Thousands} n | Dsposa {In Thousands) | " *oEs2n o
Thousands) | in Thousands) {Note 2}
Caterpillar Finl Asset Tr Avallable-for-sale | - . - | Uss - - | uss oBad - uss - | uss - | uss - - | us§ 8142
finandal assets
Chass Tr L4 - - - - - Uss 4260 - - - - - us§ 4267
Cendant Rent Car Fdg Aesop Uc " - - - - - | USS 9,249 . - - - - | uss 9,297
Gitibank Cr Card Issuance Tr " - - - - - | uss 9797 - - - . - | US$ 9,864
Credit Suisse First Boston Mtg Ll - - - - - | uss 3,566 - - . . - | Us§ 3576
Credit Suisse First Boston Mtg a - - - - - | Us§s 3728 - - . . -1 uss 3740
Daimlerchrysler Auto Tr " . - - - -] UsS 4334 - . . . - | Us§ 4315
Drive Auto Receivables T - - - - - -] Uss 3,183 - - . . - ouss 319
First Franklin Mg Ln Tr . - - - - - | uss 430 - - - - -] uss 4290
Ford Credit Auto Owner Trust r - - - - - usy 4310 - - - - - uss 4,324
Gs Mig Secs Corp. " - . - . - | USY 4134 - - - - - | Uss 4,145
Gsamp Tr L4 - - - - . Uss 4241 - - - - - us$ 4,251
Harley Davidson Motorcydle Tr L] - . - - - | usy 5793 - - - - - | uss 5825
Hertz Veh Fing Uc 4 - . . - - | uss 5284 . - - - - | uss 5319
Holmes Fing No 8 Plc " - . . - - | Usy 5000 - - - - - | uss 5,000
Home Equity Mtg Tr 2006 4 [ - . . - - | Uss 4200 . - - - - | uss 4222
Hyundai Auto Recefvables Tr . - . . - - | usy 6202 - - - - - | USS 5,537
Hyundai Auto Receivables Tr " - - . - - | usy 3208 - - - - - | Usy 322
Hyundal Auto Receivables Tr » - - - - -] uss 3904 - - - - - | usy 3928
Lb Ubs Coml Mtg Tr L - - - - - usy 3,713 - - - - - Us$ 3,493
Long Beach Mig Ln Tt ’ . - - - - | uss 3o - - - - - | uss 3203
Mbna Master Cr Card Tr i ’ . . - - - | uss 75653 - - - - - | ouss 7805
Massachusetts Rrb Spl Purp Tr * . - - - - usy 3,830 - uss 3416 Us$ 3,39 Uss 20 - -
Mastr Asset Backed Secs Tr 1 . . - - - Uss 3,083 - uss 3,082 Us$ 3,083 uss {1 - -
Mastr Asset Backed 4 - - - - - us§y 4,300 - - - - - uss 4224
Merrill tynch M1g Invs Inc. ’ - . - . - [ USS 6561 - . - - - b USS 5887
Morgan Stanley lxis Estate Tr " - - - - - | Uy 4300 - - - - - | uss 4mo
Navistar Finl 2003 A Owner Tr . - . - . - UsS 3,994 - . - - - | WSS 2956
Nissan Auto Recetvables . - - - - -] U 3943 - - - - - | Uss 39
Nomura Asset Accep Corp. 4 - - - - -] USS 4144 - - - - - usy 4,150
Onyx Accep Owner Tr " - - - - - Uss 4,885 - - - - - Usy 3774
Pg + £ Energy Recovery Fdg Lic L - - - . - | uss 4Bd6 - - - . - Ust 3997
Providian Gateway Owner Tr . - - - - - | uss 39n - - - - - | uss 3942
Reliant Energy Transiticn Bd " - - . - <] USS 3994 . - - - - | Usy 2486
Residential Asset Sec Mtg Pass " - - - - - | uss 3082 . - - - . uss 271
Residential Fdg Mtg Secs | Inc, = - - - - - | uss a4 . - - . - | usy 4058
Tw Hotel Fdg 2005 Uc " - . - - - uss 4,116 - - - - - uss 4,103
Terwin Mig Tr ] - - - - - Uss 4,033 - - - - - Us§ 4,065
Usaa Auto Qwner Tr # - - - - - USS 4246 - - - - - Uss 4,238
Washington Mut Mtg Secs Corp. " - - - - - | uss 3268 - - - - - | uss 2984
Wells Fargo Mtg Backed Secs .. . . - - -] UsS 4426 - - . . = | uss 4367
Wells Fargo Finl Auta Gwnet i 4 - - - - -] uss 5235 - - - - - | uss 4986
Wells Fargo Finl Auto Cwner Tr " - . - - -] Uss 4932 - - - - ~ | USS 4,928
Wells Fargo Mig Bkd Secs w - - - - - f US§ 3,020 - - - - - | USS 2896
Wells Fargo Mtg Bkd Secs . - - - - . Uss 3,488 - - - - - uss 3,399
Agency bonds
Fed Hm Ln Pc Poal MBOBSS Available-for-sale | - - . - -] uss 3381 . - - . - U 3287
financial assets
Fed Hm Ln Pc Pool 847628 4 - . - - - | Uuss 3834 . - - . - | Uss 3.79%
Fed Hm Ln Pc Pool 1h2520 " - . - - - usy 3,286 - - - - . Usy 3,300
Fed Hm Ln Pc Pool 819205 . - . . - - us$ 8626 - - - - - UsY 8,560
Federal Home Ln Mtg Corp. _. - . - - - | Uss 4574 - - - - - | Uss 4,331
Fed Hm Ln Pc Pool 781959 . - - - - - usy 6,472 - - - - - Ust 6,040
Fnma Pool 255883 " - . - - - | uss 3559 - - . - - | uss 3490
Federal Matl Mtg Assn ° - - . - - | Us$ 4375 - - - - - | Usy 4338
Federal Natl Mtg Assn . - . - - - uss 4577 - - - - - usy 4,290
Federal Home Ln Mtg Corp. . - - - - - uss 3919 - - B - - us$y 3917
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Note 3: The proceeds of bond investments matured are excluded.
Note 2: The ending balance included the amortization of premium or discount on bonds iavestments and unrealized valuation gains or losses on financial assets.
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nancil Beginning Balance Acquisition Disposal (Note 1) Ending Balance
. Financial
Compan Marketable Securities Nature of i i
Name ’ Type and Name Statement Couater-party Refationship | SharesUnits | Amount (US$ | Sharestnits | Amount (US$ | SharesMJnits | Amount (US$ Qq%nwc,mmm__.m_” Mm__uz __M_m_"._m” Shares/Units m”q”_._ocz_ Enmw
Account {in Thousands) | in Thousands) |{In Thousands) | in Thousands) |(In Thousands} | in Thousands) Thousands) | in ._.ﬂMEm: ds) (In Thousands) Jﬁﬂﬂ w
Federal Natl Mtg Assn Available-for-sale - . . uss - - | Uss 3,950 - ust - | usy -] ouss - - UsS 3843
finandial assets
Federal Natl Mtg Assn L] - - - - - | US§ 19,702 . - - - -] USS 19766
Federal Natl Mtg Assn " - - - - - | USs 10459 - - - - - | USS 10467
Federal Natl Mtg Assn Min . - - - - - | uss 5,562 - | Uss 5560 | UsS 5562 | USY [¥d] - -
Federal Natl Mtg Assn Mtn ] - . - - - | uss 5292 - - - - - | Vs 5318
Federa! Natl Mtg Assn Medium ’ - - - . -1 Uss 3417 . - - - - | Usy 3415
Tennessee Valley Auth " - - - - - Uss 6,038 - - - - - usy 6024
{Concluded)
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TABLE &

Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

TOTAL PURCHASES FROM OR SALES TO RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2006

(Amounts in Thousands of New Taiwan Dollars)

Transaction Details Abnormal Transaction zﬂﬁsnnoc!u Payable or
5 Receivable
ompany _—
Related Party Nature of Relationships Note
Name Purchasef % 1o Unit Price Payment . % to
Amount Payment Terms Terms Ending Balance
Sale Total (Note) Total
(Note)
The Company | TSMC-North America Subsidiary Sales 3 190,459,073 60 | Net 30 days after invoice date - - 16,461,956 50
Philips Major shareholder Sales 4,024,990 1| Net 30 dayset 45 days {since 12/27/2006} - 250,919 1
after monthly closing
GUC Investee over which the Company had a Sales 755,710 Net 30 days after monthly dosing - - 135,215
controlling interest
WaferTech Indirect subsidiary Purchases 12,530,552 27 | Net 30 days after manthly closing - {864,733) 9
SSMC Investee accounted for using equity method Putchases 6,820,632 15 1 Net 30 days after monthly dosing - - (459,305) 5
TSMC-Shanghai Subsidiary Purchases 4,405,843 10 [ Net 30 days after monthly closing . - {478,714) 5
VIS Investee accounted for using equity method Purchases 3,911,838 8 | Net 30 days after monthly closing - - {712,562 8
QU TSMC-North America The same parent Purchases 920,045 60 | Net 30 days after invoice date - - (301,507) 40
Note: The terms of sales to related parties are not significantly different from those to third parties. For purchase transactions, prices are determined in accordance with the related contractual agreements and no other similar transaction coufd be compared with.
TABLE 7
Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries
RECEIVABLES FROM RELATED PARTIES AMOUNTING TO AT LEAST NT$100 MILLION OR 20% OF THE PAID-IN CAPITAL
DECEMBER 31, 2006
{Amounts in Thousands of New Taiwan Dollars)
Company o ) Overdue Amounts Received in
Name Related Party Nature of Relationships Ending Balance Turnover Rate amounts | Acton Taken Subsequent Period Altowance for Bad Debts
The Company | TSMC-North America Subsidiary $  16521,503 3bdays | § 4321288 | - 5 5883939 ]
Philips Majer shareholder 251,313 38 days 11,304 18,648 -
GUC Investee over which the Company had a 155,216 49 days "y - 38,062 -
cantrolling interest
TSMUC-Shanghai Subsidiary 123,853 Note 21,089 | Accelerate demand on account receivables -
VIS Investee accounted for using equity method 121,911 Note 3064 | - 3,064

Note: The ending balance primanly consisted of Gther recenvables, it is not applicable for the calculation of the wrnover rate.
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TABLE 9
Taiwan Semiconductor Manufacturing Company Limited and Subsidiaries

INFORMATION OF INVESTMENT IN MAINLAND CHINA
FOR THE YEAR ENDED DECEMBER 31, 2006

(Amounts in Thousands of New Taiwan Dollars, Unless Otherwise Specified}

Accumulated Cutflcw . .
Total Amount of of Investment from Investment Flows Accurnulated o_.__.zq.i of Percentage Equity in Carrying .R.Sa:.&& __isa
. . L . Method of . Investment from Taiwan the Earnings Valueasof | Remittance of Earnings
Investee Company Main Businesses and Products Paid-in Capital Taiwan as of of
. Investment Outflow as of December 31,2006 . {Losses} Decemnber asot
{RMB in Thousand} January 1, 2006 ) utfio Inflow (USS in Thousand) Ownership (Note 23 31, 2006 D ber 31. 2006
{68 in Thousandy | (US$ in Thausand) tn fhou ate g ecember 41,
TSMC (Shanghai) Manufacturing and sales of integrated ciruits H 12,180,367 | {Note ®) § 12,180,367 | § ] - i 12,180,367 100% | § (637.220) | § 9.027.984 ' -
Company Limited at the order of and pursuant to product {RMB 3,070,623} {Uss 371,000) {Uss 371,000
design specifications provided by customers
Accumulated Investment in Maintand China as of December 31, 2006 (LSS in Thousand) Investment Amounts Authorized by Investment Commission, MOEA (USS in Thousand) Upper Limit on Investment (US$ in Thousand)
“ $ 12,180,367 ) 12,180,367 3 12,180,367
” sy 371,000) {usy 371,000} {Us$ 371.000)

Note 1: Direct investments US$371.000 thousand in TSMC-Shanghai.
Note Z: Amount was recognized based on the audized financial statements.
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B. FOR THE YEAR ENDED DECEMBER 31, 2005

Mature of Intercompany Transactions
No. Company Name Counter Party Relationship . Terms | Percentage of Consalidated Total
{Note 1) Financial Statements Item Amount (Note 2) Gross Sales or Total Assets
1 Sales b4 153,618,916 - 58%
Receivables from related parties 20,407,621 - 4%
TSMC-NA -
Other receivables fram related parties 158,505 -
Payables to related parties 21,30 -
1 | Sales 5,591 -
' Purchases 1,405,030 1%
Gain on disposal of peoperty, plant and equipment 151,594 -
Technical service income 28,643 -
TSMC-Shanghai - -
Proceeds from disposal of property, plant and equipment 125,381 - -
Other recetvables from related parties 2858 -
Payables to related parties 274,820 - -
Deferred credits 641,762 - -
Q TSME 1 Sales and marketing expenses - commission 243,646 -
TSMC-Japan -
Payables to related parties 29,892 -
1 | Sales and marketing expenses - commission 221,164 - -
TSMC-Europe -
Payables to related parties 22,963 - -
1 | Sales 347,456 -
Research and development expenses 19,467 -
GUC General and administrative expenses - rental expense 16,744 -
Regeivables from related parties 49,046 - -
Payables to related parties 6173 - -
1| Other receivables from related parties 972,563 -
TSKAC Technology -
Payables to related parties 10,672 -
1 | Purchases 11,137,313 - 4%
WaferTech -
Payables to refated parties 1,133.2117 -
1 TSMCNA VisEra 3 ] Sales 661,949 -
3 1 Interestincome 28,352
. T5MC Development -
2 TSMC International Other receivables 1,151,238 -
TSMC Technology 3 | Defened wechnotogy income b48,695 - -
T5MC Development 3 | Interestincome 25,513 - -
3 TSMC Partners . 3 | Other receivables 16,081,604 - 2%
TSMC International
Deferred revenue 8,883,518 - 2%
4 TSMC Technology WaferTech 3 | Management service income 12,625 -
3 | Purchases 266,372 -
Manufacturing expenses 345,064 -
TSMC-NA - g expe
5 GUC Operating expenses 3333 -
Payables to refated parties 66,138
GUC-NA 3 Operating expenses 27,874 -
Nore 13 No. 1 represents the transactions from parent company 10 subsidiary. {Concluded)
No. 3 represents the transactions between subsidiaries
Note 2: The terms of intercompany sales are not significantly different from those to third parties. For other intercompany transactions, prices are determined in accordance with mutual agieements.
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Taiwan Semiconductor
Manufacturing Company, Ltd.

ciil

Morris Chang, Chairman

Taiwan Semiconductor Manufacturing Company, Ltd.

8, Li-Hsin Rd. 6, Hsinchu Science Park, Hsinchu, Taiwan 300-77, R. O. C.
Tel: 886-3-5636688 Fax: 886-3-5637000
http://mwww.tsmc.com




CONTACT INFORMATION

Corporate Headquarters & Fab 12
8, Li-Hsin Rd. 6, Hsinchu Science Park, Hsinchu, Taiwan 300-77, R.O.C.
Tel: 886-3-5636688 Fax: 886-3-5637000

Fab2, Fab 5
121, Park Ave. 3, Hsinchu Science Park, Hsinchu, Taiwan 300-77, R.O.C.
Tel: 886-3-5636688 Fax: 886-3-5781546

Fab 3
9, Creation Rd. 1, Hsinchu Science Park, Hsinchu, Taiwan 300-77, R.O.C.
Tel: 886-3-5636688 Fax: 886-3-5781548

Fab 6
1, Nan-Ke North Rd., Tainan Science Park, Tainan, Taiwan 741-44, R.O.C.
Tel: 886-6-5056688 Fax: 886-6-5052057

Fab 8
25, Li-Hsin Rd., Hsinchu Science Park, Hsinchu, Taiwan 300-77, R.0.C.
Tel: 886-3-5636688 Fax: 886-3-5662051

Fab 14
1-1, Nan-Ke North Rd., Tainan Science Park, Tainan, Taiwan 741-44, R.0.C.
Tel: 886-6-5056688 Fax: 886-6-5051262

TSMC North America
2585 Junction Avenue, San lose, CA 95134, USA.
Tel: 408-3828000 Fax: 408-3828008

TSMC Europe B.V.
World Trade Center, Zuidplein 60, 1077 XV Amsterdam, The Netherlands
Tel: 31-20-3059900 Fax; 31-20-3059911

TSMC Japan Limited

21F, Queen's Tower C, 2-3-5, Minato, Mirai, Nishi-ku, Yokohama, Kanagawa
220-6221, lapan

Tel; 81-45-6820670 Fax; 81-45-6820673

TSMC (Shanghai) Company Limited

4000, Wen Xiang Road, Songjiang, Shanghai, China
Postcode: 201616

Tei: 86-21-57768000 Fax: 86-21-57762525

TSMC Korea Limited
15F, Annlay Tower, 718-2, Yeoksam-dang, Gangnam-gu, Seoull35-080, Korea
Tel: 82-2-20511688 Fax: 82-2.20511669

TSMC Liaison Office in india

15t Floor, Pine Valley, Embassy Golf-Links Business Park, Bangalare-560071, India

Tel: 91-80-41768615 Fax: 91-80-41764568

TSMC Spokesperson

Name: Lora Ho

Title: Vice President & CFO

Tel: 886-3-56365688 Fax: 886-3-5637000
Email: spokesperson@ismc.com

Deputy Spokesperson

Name: L.H. Tzeng

Title: Public Relations Deputy Director

Tel: 886-3-5055028 Fax: 886-3-5670121
Email: jhizeng@tsmc.com

Auditors

Company: Deloitte & Touche

Auditors: Hung-Wen Huang, Ming-Cheng Chang

Address: 12F 156, Sec. 3, Min-Sheng E. Rd., Taipei, Taiwan 105, R.0.C.
Tel: 886-2-25459988 Fax: 886-2-25459966

Website: http:/fwww.deloitte, com.tw

Common Share Transfer Agent and Registrar

Company: The Transfer Agency Department of Chinatrust Commercial Bank
Address: 5F, 83, Sec. 1, Chung-Ching S. Rd., Taipei, Taiwan 100, R.0.C.

Tel: 886-2-23613033 Fax: 886-2-23116723

Website: http:/fwww.chinatrust.com tw

ADR Depaositary Bank

Company: Citibank, N.A,

Depositary Receipts Services

Address: 388 Greenwich Street, New York, NY10013, U.S.A.
Website: hitp://www.citigroup.com/adr

Tel: 1-877-2484237 (toll free)

Tel: 1-781-5754555 (out of US)

Fax: 1-201-3243284
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A Group of Kindred Spirits

In 1987, Dr.Morris Chang founded TSMC
Gathering the power of a group of kindred spirits

to change the rules of the semiconductor industry

From the first 200 people to more than 20,000 today
The TSMC team has always been hard at work

Doing their best for customers, shareholders, and TSMC

These silent heroes behind the scenes

Continue to carry the torch

and have reached the 20th anniversary milestone

TSMC employees are the stars of the photos in this report
From the cover to the pages inside

From top management to workers

You will see the smiles of many TSMC employees

And their boundless hope for the future
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Taiwan Semiconductor
Manufacturing Company, Ltd.

Maortis Chang, Chairman

Taiwan Semiconductor Manufacturing Company, Ltd.

8, Li-Hsin Rd. 6, Hsinchu Science Park, Hsinchu, Taiwan 300-77, R. 0. C.
Tel: 886-3-5636688 Fax: 886-3-5637000
hitp://Avww.tsmc.com
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